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Most amazing are the myriad tricks per- 
formed by modern wire rope. 


It lifts you from street level to sky- 
scraper heights in seconds . . . hoists 
stone from quarries . . . helps build the 
highways, supports the giant suspension 
bridges over which you drive. 


But this giant could not serve you 
until its muscles were made more flex- 
ible . . . protected against friction, rain, 


mud, even underwater service. Petro- 


leum research solved these problems 


with a unique lubricant. 


This kind of research, in which 
Texaco is a leader, provides benefits in 
swiftly built highways, great dams, tall 
buildings, giant bridges . . . progress on 
many fronts fo serve you. 
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Here's all 
we have to know 
to open your account... 


That’s right. Dealing with a broker 
can be as easy as filling out this form. 

If you think you might like to buy 
stocks or bonds—now or any time in 
the future—why don’t you fill it out 
and mail it in? 

It won’t obligate you in any way, 
but it will enable us to set about the 
business of opening your account. 
Once that’s done, we'll let you know, 
and then anytime you want to buy or 
sell securities, all you'll have to do is 
give us a call. 


NAME (Please print) 
Mailing address (Street) 
(City) (Zone) (State) 
Home Phone Business Phone 
Are you over 21? Are you a U. S. Citizen? 
Have you ever been a customer of this firm before? 
What office? 

Name of your bank 
To comply with New York Stock Ex- 
change regulations, please supply the 
following information about yourself 


or if you're a housewife 
husband. 


about your 


Name of employer 
Kind of business Position 


Signature 


All filled out? Then just mail it to— 


ALLAN D. GULLIVER, Department S§F-82 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Excl Ange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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THE PROFITABLE PARTNERSHIP 








Strongest Link — 





between the Americas 


International trade and investment have linked the 
Americas together in a mutually profitable partner- 
ship. 


Latin America has become the leading market for 
United States capital goods and buys 22% of all its 
exports. In turn, the U.S. buys 40% of Latin America’s 
exports, including many essential raw materials of 
which U.S. production is deficient. 


Direct U.S. private investments in Latin America 
are at an all-time high of more thah $812 billion. These 
investments, with the technical skills and adminis- 
trative experience which accompany them, are help- 
ing Latin America to utilize better its inherent 
resources, skills and energies; they are profitable to 
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FOR MORE INFORMATION 








on opportunities for your business in 
the countries served by American & 
Foreign Power Co., write the Com- 
pany’s Area Development Dept. 


their owners; and thev are a potent source of mutual 
understanding and good will. 


Already one of the largest investors of private capi- 
tal in Latin America, the American & Foreign Power 
System is investing nearly $100,000,000 annually in 
expansion and improvement of its facilities. Almost 
half of this represents expenditures for equipment of 
U.S. manufacture; and the additional supplies of 
electricity provided by these investments are helping 
to promote industrialization, create jobs and broaden 
consumption. 


Business partnerships like this are bringing the 
Americas closer together in a relationship based on 
mutual need, mutual advantage and mutual respect. 





TWO RECTOR STREET—NEW YORK 6, N. Y. 


Associated electric companies in the following countries: 


ARGENTINA BRAZIL CHILE COLOMBIA COSTA RICA CUBA 
ECUADOR GUATEMALA MEXICO PANAMA VENEZUELA 
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RAPPROCHEMENT WITH CANADA... The essential 
realism of maintaining firm ties between the United 
States and Canada is self-evident. Mutual defense is 
a natural because we are joined together geographi- 
cally. And, economically, we are each others’ bes 
customers—with the United States absorbing 60% 
of Canadian exports, while Canada buys American 
goods equal to 73% of her import total. It is clear 
we both need each other. 

The difficulties the two countries have been expe- 
riencing one with the other are the result of policies 
evolved 26 years ago and steps taken since in pursuit 
of these policies—the consequences of which could 
not be foreseen when the Imperial Economic Confer- 
ence in 1932 evolved a plan that made it difficult for 
the United States to export to Commonwealth mar- 
kets except by setting up branch plants in Canada. 

Thus, by virtually obliging the United States’ in- 
dustries to carry out this industrialization in Canada, 
a situation was created that was to grow into the 
most vexing problem in relations between the two 
countries. 

Today, U.S. corporate investment in Canadian in- 
dustry, mineral and oil devel- 
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59% of the petroleum industry—51% in mining—and 
37% in manufacturing plants. 

This is the problem that President Eisenhower is 
seeking to solve in answer to Prime Minister Diefen- 
baker’s question, “How can a country have a mean- 
ingful independent existence in a situation where 
non-residents own an important part of that coun- 
try’s basic resources and are, therefore, in a position 
to make important decisions affecting the operation 
and development of the country’s economics?” 

President Eisenhower’s response was to the point. 
While recognizing the problem, he made it clear that 
American industry was invited to make these invest- 
ments. It is well known that Canadians were unwill- 
ing to take the financial risk involved in the first 
place, and although Canada may raise questions in 
specific cases on American control, these industries 
of course are subject to Canadian law. Said the 
President: 

“Moreover these investments have helped you to 
develop your resources and to expand your indus- 
trial plant at a far faster rate than would have 
been possible had you relied wholly on your own 

savings. They have thereby 





opments has reached a point 
where it represents 60% of all 
basic Canadian enterprise. 
The total private capital in- 
vestment from the United 
States at the end of 1957 
amounted to $12 billion, and 
represents a 43% interest in 
all Canadian industry, as com- 
pared with the 49% owned by 


: - regular feature. 
Canadian capital. We control 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


helped to provide employ- 
ment, tax revenues and 
other direct benefits. These 
funds have also helped Can- 
ada to finance with ease its 
recent surplus of imports 
from the United States, a 
fact that is testified to by 
the premium of the Canadian 
dollar over the United States 
dollar.” 
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With that out of the way, the President made it 
plain that we were experiencing a recession, and 
under those circumstances it would not be wise for 
the United States to modify our commodity surplus 
program—permit Canadian metals free entrance into 
the United States—or to withdraw restrictions on oil 
imports. 

The success of the President’s mission in bringing 
a greater understanding of our financial-economic 
position and in winning adherence to a mutual de- 
fense pact is very gratifying. The President’s com- 
mon sense logic went a long way in dealing with the 
circumstances that have been built up to such a point 
of friction that it reached into our entire economic— 
political—and defensive relations. 

It will take compromise and willingness on both 
sides to adjust these problems that affect the sepa- 
rate interests of both countries. But it will now be 
accomplished. After all is said and done, the United 
States and Canada have every reason for working 
together in harmony and goodwill. 


INTRIGUE IN BRIONI . . . Was the reported coup in 
Iraq hatched out between Tito and Nasser in their 
vacation paradise, where they had a chance to think 
things through? Or had Nasser already worked it 
out prior to his visit? 

At any rate—from emerging events, it appears to 
have been a well designed plan to shut the U.S.S.R. 
out from further encroachment on Nasser’s staked 
out preserves in the Middle East—and, at the same 
time, give him access to the money he needed to inde- 
pendently finance and develop his dreams of a great 
Arab Empire to match that of Suleiman, The Magnifi- 
cent. 

This seems most likely to be the case, for, in his 
heart Nasser is a nationalist who does not want to be- 
come subject either to the Soviet Union or to the 
West, and has been playing both sides against the 
middle since he could not help himself, while Tito, a 
believer in ““Nationalist Communism”’, wanted to pre- 
vent Russian aggression against him and strengthen 
his position with the only strong man in this area. 

in fact, when these two nationalistic-minded 
leaders decided to spend their vacation together, 
Khrushchev was worried indeed and became restless 
enough to have Herr Ulbricht, head of the East Ger- 
man Communist Party, openly threaten Tito as a 
dangerous revisionist in a class with Imre Nagy. 

But regardless of whether the coup in Iraq was 
planned at Brioni or had already been worked out in 
advance of his visit to Tito, it seems certain that 
Nasser, if he is able to win in Iraq, will have taken a 
giant step toward his ambition. Saudi Arabia and 
Kuwait are bound to be next—and then the oil of the 
Middle East will be in his hands, and Lebanon the 
avenue through which it will pass. 

In the meantime, the surviving members of the 
Bagdad Pact — Turkey, Pakistan, Iran and Great 
Britain—are now tallying up the strength and weak- 
ness of their position—with the latter facing a serious 
problem of deterioration in her oil fortunes. 

As far as the United States is concerned, we have 
waited too long. Sitting on the sidelines in Lebanon, 
instead of pressing the United Nations for decisive 
action, has not helped the situation any, and may have 
encouraged bold action by the rebel contingent in 
Iraq. 

There are too many in this country who believe that 
we can stave off World War III by continually back- 
ing away from the firm steps that we should be taking. 
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Maybe it is because we know we will have to fight 
alone—that our allies, fearful of Russian atomic war- 
fare, would remain neutral. 

The coup in Iraq is but another step in the power 
shifts taking place in the revolutionary world in 
which we are living. It is too early to know what is 
really going on—reports are too fragmentary. Then 
too, at the time of going to press, no word had seeped 
out regarding the conference that President Eisen- 
hower has called in Washington to discuss the situa- 
tion. Meanwhile, events are moving toward a climax. 


AFTERMATH OF UNSOUND CREDIT .. . Headlines blar- 
ing the imminent end of the recession concentrate 
heavily on new housing commitments and the re- 
markable stability of consumer disposable income 
during this trying period. But another set of less 
publicized statistics paints a distracting picture of 
home-owner heartache—consumer inability to live up 
to contracts—and, in too many cases, adds up to pure 
and simple irresponsibility on the part of the buyer. 

Possibly the most disturbing figure is the 41,000 
GI mortgage foreclosures in the first five months of 
1958, a level 22% above 1957. At this rate, some 
85,000 veterans will have their homes reposessed this 
year, a figure that approximates 20% of the new GI 
homes to be built in 1958. Does this mean that 85,000 
veterans will move into an equal number of these new 
homes? They have to have a place to go. 

Of course the recession is partly responsible for 
the situation. But, it is also becoming increasingly 
clear that there are too many home buyers with no 
equity in their houses who are content just to “walk 
away” when jobs give out or income is reduced. But 
where are the credit checks that both the VA and the 
banks are supposed to make before granting a mort- 
gage—you may well ask? The answer is that they 
were made, but after buying the home with no money 
down, and monthly payments considerably below 
rental requirements, the new Mr. Home-owner blithely 
tripped over to the neighborhood store to buy house- 
hold furniture, washers, driers, television sets and 
often a station wagon to go with his new way of life 
—and all on credit. Unfortunately, the mortgage lend- 
er and the Veteran’s Administration have no control 
over this kind of buying activity. 

All of which leads us into the depressing figures 
showing that some 90,000 Americans filed personal 
bankruptcies in the 12 months that ended last June. 
It seems that a large number of wage-earners are 
finding the bankruptcy courts a disconcertingly sim- 
ple method of pulling themselves out of the credit 
hole they have dug for themselves, due to unrealistic 
credit leniency. Undoubtedly many are legitimate 
cases stemming from sharp economic setbacks, but 
the fact remains, as one judge has stated it, that “the 
rate of bankruptcies is shocking. It shows people are 
carrying so much credit they haven’t sufficient re- 
serves left for trouble of even the slightest nature.” 

Just as shocking are the excuses being given for 
bankruptcy. They range from “my wife has expen- 
sive tastes” to blaming the whole thing on high 
pressure salesmen who “forced me to buy”. 

So far the VA has had some success in unloading 
its newly acquired homes on non-veterans through 
attractive credit deals equivalent to the no money 
down—and on veteran’s purchase terms! But each 
new buyer is as potentially weak as the previous one. 
Let’s hope the VA is not just compounding its prob- 
lems by perpetuating the same conditions that led to 
the present mess. —END 
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By JIM BUTLER 


LET’S HAVE FAIR PLAY — NOT POLITICAL CHICANERY 


7 \he Harris Committee has called down on its head 
the condemnation of fairminded people every- 
where for its shocking conduct in the Goldfine-Adams 
inquiry which saw the Constitutional protections sup- 
posed to be available to every citizen denied, and the 
hallowed concept of “‘innocent until proven guilty” 
tattered in pursuit of a political goal. 

An interesting example is to be found in the ques- 
tioning by Mr. Lishman, attorney for the Committee, 
revarding Mr. Goldfine’s refusal to give the names of 
customers who bought the 


— 


- 


of learning or win honorary degrees for doing much 
the same thing. With the air of one who charges a 
crime, and by the very act of charging it establishes 
guilt, Committee Counsel demanded disclosure of the 
purpose and use of bank cashier’s checks excecding 
$700,000 in amount. Any Congressman with banking 
or extensive business experience could have an- 
swered. Goldfine might have reeled off a list of pos- 
sible needs: As the operator of several industries, 
it is conceivable that one or more might be weaker 

than the others, and the ready 





fabrics under question back 
in 1958: 

(Mr Lishman) “Question: 
You referred to this Dec. 4, 
1953 letter which you brought 
to Mr. Adams, and you say: 

‘This letter asked for the 
names of many of our cus- 
tomers and other information 
which we felt was con- 
fidential.’ 

‘““Now, I would like to ask this 
question (Mr. Goldfine) : If a 
policeman arrested you with a 
trunkful of stolen jewelry in 
your car, do you think you 
could refuse to tell the names 
of the people from whom the 
jewelry was stolen on the 
ground that that was confiden- 
tial information.” 

This prejudicial comparison 
was entirely uncalled for—def- 
initely hitting below the belt, 
and out of place in a quasi- 
judicial proceeding. 








“We Were Just Discussing the Adams Case!” 


© 1083. New Tors Berué Tribune ine 


maneuverability of a cashier’s 
check in the flow of credit 
could be the best insurance 
against one of the weak units 
slipping into danger, or even 
going under. 

The record shows Goldfine 
to have been a principal in 
many large realty transac- 
tions, and a party to other 
types of contracts which re- 
quire posting down payments, 
or performance bonds or pay- 
ments. In such situations a 
certified check serves the pur- 
pose. No bank funds are dis- 
turbed or securities immobil- 
ized. If the deal falls through, 
the check is returned and be- 
comes available for the next 
possible use. 

An ordinary traveler’s 
check is identical in major 
particulars with a bank-certi- 
fied check. But it is not sug- 
gested that retaining these, in 








By implication and innu- 
endo, the committee has found 
both principals guilty before either took the stand. 
Guilty of what? To this day it isn’t clear what viola- 
tion of positive law or accepted ethic was charged! It 
didn’t matter, because the objective clearly was not 
to establish guilt beyond a reasonable doubt, or by a 
fair preponderance of the evidence, as would be re- 
quired in any court, criminal or civil. The aim was to 
establish a finding of “guilt by suggestion.” That it 
backfired is a credit to the American public. 

There is neither space nor necessity to dissect the 
committee’s case against its two victi Goldfine 
may have indulged excessive generosity) but that 
hardly offends against law or consciences Hundreds 
of men are memorialized in plaques on institutions 
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amounts large or small, is a 
heinous violation of law. They 
are purchased, as is a cashier’s check, for the con- 
venience of the buyer. He may put them to use as he 
wills, without accounting to the Congress of the 
United States. 

If Sherman Adams has any “weakness” in his public 
career it is his unalterable frankness. He’d be a more 
popular politician if he occasionally resorted to lies. 
He has risen without the device of falsehood. His 
adult life has been spent in public office, under the 
searching gaze of friend and critic alike. No one 
questions that he and Goldfine exchanged gifts and 
that Goldfine, in the manner of the extrovert that he 
is, poured it on heavily in his entertaining. Adams 
received an overcoat, but so (Please turn to page 500) 
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Market Vulnerable 


To Earnings—Dividend Decline 


(with a note on the Revolt In Iraq) 


The market has run well ahead of events in its anticipation of recovery in business ac- 
tivity and profits. It could be greatly disappointed by a restricted fourth-quarter indus- 
trial showing. And now it is confronted with the seriously alarming Middle East news, 
which can have a very depressing effect on the market since it involves not only the great 


oil companies but the entire position of the 
side in portfolio management at this time. 
By A. T. 
a rotating, and largely speculative leader- 
ship, the stock market’s recovery was carried fur- 
ther over the past fortnight. Coming as a reminder 
that profits in recession-sensitive industries remain 
depressed, news of a hefty cut in the dividend of 
Ford Motor Company caused brief unsettlement; 
but the daily averages nevertheless were at new 
1958 highs at last week’s close. 
Among the dividend casualties to date, Ford is 
the most important company. There will be a num- 


West. You should lean to the conservative 


MILLER 


ing upward more encouragingly by the fourti 
quarter than we now see reason to expect. Whether 
the market can keep on sweeping bad profit ani 
dividend news “under the rug’, as it has now bee 
doing for some months, remains to be seen, with 
much depending on the vigor (or feebleness) cf 
the expected fourth-quarter improvement in bus - 
ness. 

Incidentally, Ford Motor is an interesting illus- 
tration of how wrong the public can be at times in 
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a minor and short reaction prior to the 
recent renewed rise to last week’s close 
of 482.85. The latter represented a not 
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exactly thrilling net gain of about 
0.8% in roughly four weeks. It ex- 
tended the rise from last October’s low 
to 15%, the retracement of the 1957 
July-October fall to about 62%. As we 
have previously pointed out, part of the 
April-July swing was a recovery of 
February and March corrections in a 
zig-zag market. Thus, measured from 
the best level reached as far back as 
February 4, the average’s additional net 
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rise so far has been about 5.3%. 

The 15% rise in about nine months 
since last October compares with 14.5“ 
in five months from February to July 


11 18 25 
JULY 
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was materially under pro- 
portions reached, on rising 
prices, in numerous May 
and June trading sessions. Also, the recent ratio $10-$20 range are up about 50‘: more than the 
of daily new highs to new lows, while stili definitely average. 
favorable, was less so than previously. These tenta- It is unlikely that there will be much, if any, fur- 
tive technical indications of the vigor of demand _ ther fall in bond yields—unless business remains so 
for stocks will bear watching. They could confirm poor that the Federal Reserve will be impelled to 
our view that the market has a ceiling not far above lower money rates further. Either way, potentials in 
the present level. most income stocks appear limited now. 


Brokers profess to remain impressed by the 
volume of individual and institutional funds press- 
ing for investment, particularly in so-called Blue 
Chip stocks. But they should be equally impressed— 
and unfavorably so—by the degree of speculative 
“itch” reflected in the market. The fact is that many 
blue chips have lagged behind the industrial list in 
the scope of the 1958 rise. It is noteworthy that 
this has been relatively much less of a blue chip 
market—and more of a cat and dog market—than 
was true of the 1953-1956 advance—or compared 
with the caliber of leadership around the July 1957 
top. The more speculative motivation explains why 
rails, although making up only 31% of their 1956- 
1957 fall, have risen much more than the industrial 
average so far in 1958—and why the latest report on 
brokers’ loans showed such a large rise. 

[f you think there is an urgent rush into Blue 
Chips, and very few willing sellers thereof, consider 
the following facts: The average 1958 net gain in 
stocks priced at $60 or above (the price range in- 
cluding the great majority of Blue Chips) has been 
roughly half that of the industrial list; while stocks 
priced under $10 have risen, on average, over twice 
as much as the industrial average, and those in the 
JULY 
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The stock market community is more inflation- 
riinded and more bullish than is the business-man- 
ager community. In May, latest month for which 
data are available, liquidation of manufacturers’ in- 
ventories continued at a $6 billion annual rate, un- 
changed from April or from the first-quarter aver- 
age. In June, selling prices were generally easier, 
mainly via discounts, suggesting no reversal of in- 
ventory policy. The May-June reports showed cor- 
porate “insiders” still selling, on balance, the stocks 
they know best. 


A Coup In Iraq 


The alarming implications in the overthrow in 
Iraq reported at this writing, are fully covered by 
Mr. John H. Lind in his discussion in his story, ““Ex- 
citing New Developments in World Oil Explora- 
tion’, on page 458 of this issue. It should suffice to 
say that the outcome will be a market factor of 
first importance since it involves the leading oil 
issues in the world, as well as the stock market as 
a whole. The outcome must be carefully watched, 
and, in the meantime, a general buying policy is not 
advisable. —Monday, July 14. 
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EDITOR'S NOTE: Federal Reserve Board Chairman 
on record for voluntary action to curb wage- 
price inflation—foresees dynamic economy and 
adequate business capital at reasonable rates to 
foster full recovery. 


F rhetorical pep talks are your preference, FRB 
Chairman William McChesney Martin is not your 
man but if you want the facts, the hard with the soft, 
you are bound to appreciate the way the Nation’s 
No. 1 banker takes the economic machinery apart to 
show where it isn’t ticking, and to make clear why 
some of the suggested “repairs” just don’t fit. 

The chips fall in many directions. For example, 
he has warned: The continual rounds of wage and 
price increases, while not the only contributors to 
unsettled economic conditions are, perhaps, a chief 
cause. They must be halted by joint action of man- 
agement and labor. 

If this conjures up notions of legislative lash, or 
other government moves within the “emergency” 
powers, the point is missed. Voluntary democratic 
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William McChesney Martin 


Views Recession Relief 


—as Everybody’s Job 


By James J. Butler 


processes, only, are proposed. “We cannot achieve 
prosperity by government fiat,” is counsel which 
embraces this and many other suggestions. 


Voluntary Wage-Price Action 


Attainment of the objective of a halt to the wage- 
price inflationary spiral is possible in the labor- 
management interplay. A good illustration was the 
June 12 announcement by Local 1, Amalgamated 
Lithographers of America. It covers the subject of 
prices and wages and well illustrates the Martin con- 
cept of negotiation. The statement read: 

“Today our local, the largest in the lithographic 
industry, announced an agreement with management 
to forego a wage raise for the forthcoming year. 
Our purpose is simple: to do our part in stabilizing 
the national economy and to help management at a 
time when a wage raise could only be passed on in 
higher prices to the consumer. We firmly believe in 
a close relationship between management and labor. 
On it rests the success of American industry and our 
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nation’s economy; and, therefore, the success of our 
way of life against the threat of communism. In this 
time of economic adjustment, politics and special 
pleading must be forgotten. The welfare of the coun- 
try is paramount.” 

There is not likely to be quarrel with Chairman 
Martin’s rationale that, because every one is affected 
by high cost of living, it is the job of every one to 
contribute thought and action to checking the rise. 
His standard solution, offered when queries are put, 
adds up to united effort: “Recessionary adjustments 
must be made by business, labor, and other private 
groups, as well as the Federal Reserve and other 
branches of the Government if a sound basis for 
recovery and new growth is to be laid.” 


The Credit Policy 


[here is a ready answer also to “What can the 
F -deral Reserve Board 


“T suspect that our measures of the labor and price 
structure are quite imperfect and that we are getting 
more readjustments in these areas than the measures 
indicate,” he summed it. The FRB head has offered 
this illustration on several occasions: A friend visited 
an automobile show-room, priced a car of his choice 
and found it out of his reach. But before he left, the 
salesman had cut the price by $1,000 through an 
upped allowance on a trade-in car. The query is: 
What is the cost of that automobile for cost-of-living 
statistical reporting? Is it the manufacturer’s sug- 
gested or advertised price, or is it $1,000 less? This 
suggests another area which may be overlooked: dis- 
count store sales may not be fully evaluated in living 
cost reports. ; 

The Fed makes its own cost-of-living estimates on 
the basis of reports from the 12 Federal Reserve dis- 
tricts. A comparison of those with the BLS data turns 
up many disparities. Board data supports the sugges- 

tion that the commod- 





do to end inflation?” 
It can dry up credit! 
Naturally nobody 
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Chairman Martin 
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recession is really very 
much different from 
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times it is necessary to 
take steps to prevent 
the river from over- 
flowing its banks with 
attendant damage; at : 
other times the flow may have to be increased by a 
process of pumping. If it runs dry, it serves no useful 
purpose. The role of FRB becomes obvious! 

Placing the wage-spiral in proper relationship to 
the whole picture, Chairman Martin has said that to 
create inflation there must co-exist the problem of 
too much money, chasing too few goods. It has not 
been suggested that such a condition exists today; 
the situation of too much money and too few goods 
runs back over a period of several years. The danger 
shows up, paradoxically, after the reverse of that 
position has been achieved. Chairman Martin has re- 
duced the problem to simple terms with this illustra- 
tion: When a certain Broadway play, began to run 
there was fabulous ticket demand, with people plank- 
ing down as much as $100 for an early dated ticket. 
There was too much money chasing too few seats. If 
management had decided the best way to make a kill- 
ing would be to build a huge new theater and put a 
second theatrical company on the stage, the spread 
between demand and supply of tickets would narrow. 
Now, several years later, the imbalance would have 
been reversed. So it is with money and commodities. 


rated bonds. 


Imperfect Cost-of-Living Index 


Mr. Martin is not satisfied that available statistics 
on the cost-of-living truly reflect today’s going prices. 
JULY 
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Source: Federal Reserve Bank of New York 


New corporate bond yields stated on Aaa basis by converting original reoffer- 
ing yields, using spreads between Aaa bond yield index and indexes of lower- 


history, and he re- 
mains confident that 
the economy is dynam- 
ic enough to achieve 
needed readjustments 
within the framework 
of present flexible policy. 


The Discount Rate 


The FRB Chairman expresses agreement that re- 
duction in the discount rate at a time when short-term 
market interest rates already are very low has less 
effect on business and economic conditions than 
changes in discount rates might have at other times. 
But he goes along with the principle that it is of ut- 
most importance that credit be readily available and 
at moderate interest rates when the desire for busi- 
ness as well as for other purposes arises. 

Capsuled, the Martin philosophy could be reported 
as follows: 

It is the essence of Federal Reserve policy in reces- 
sion to provide the liquidity to the economy so that 
necessary and desirable spending can be accomplished 
and so that no creditworthy project goes unfinanced 
or has to be financed at rates of interest that might 
be deterring. It is essentially the market forces of 
demand and supply for short-term funds that have 
caused low money rates, and discount rates in the 
main have been adjusted downward in line with 
lower market rates. The supply of funds has of course 
been strongly influenced by Federal Reserve policies 
which have made it possible for member banks to 
purchase large quantities (Please turn to page 500) 
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Exciting-New-DEVELOPMENTS 
IN WORLD OIL EXPLORATION 


New Strikes and Potentials . . . Political 
Shifts and Dangers . . . New Concession 
Policies Abroad, Favorable and Unfavorable 


By John H. Lind 


T IS almost a truism to call the oil industry 

‘dynamic’. Yet, it is difficult to imagine a business 
which has undergone more profound or more dra- 
matic changes in as short a period as oil. It was less 
than a hundred years ago that Col. Andrew Drake 
drilled the world’s first commercial oil well. Yet, 
today oil is used in virtually every human habita- 
tion on the globe. Until fifty years ago oil was used 
almost exclusively as lamp fuel. Today it provides 
the energy for most of the world’s transportation. 

Twenty-five years ago oil was produced in only 
one Middle East country. Today, nearly 70 per cent 
of the world’s crude oil reserves are located within 
the six oil-producing countries bordering the Per- 
sian Gulf. The largest of these, Kuwait, had virtu- 
ally no production at all until just twelve years ago. 
Until twenty years ago, the United States was the 
world’s largest oil exporter. Today it is the largest 
oil importer. Until eleven years ago Canada had no 
oil production at all. Today, its main worry is how 
to find markets for its surplus. 
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These are just a few examples to illustrate what 
the adjective ‘dynamic’ means in the world oil indus- 
try. The world-wide political consequences of these 
changes are known to every newspaper reader. It is 
impossible to discuss political developments in the 
Middle East, in Venezuela, in Mexico, in Indonesia 
or even in Texas or Oklahoma without reference to 
their oil industries. 

It is an interesting and significant fact that most 
of the big changes in the world oil industry seem to 
occur in spurts. A whole series of them happen in 
one brief period after which there is a relatively 
long stretch of somewhat quieter and slower-paced 
development. The last such big spurt may be said to 
have taken place in the immediate postwar period. 
This was the time when the Middle East first emerged 
as a major export area, when the United States 
changed from the position of net oil exporter to 
that of net oil importer and when Europe began to 
substitute oil for coal in its energy pattern. Most of 
the world oil developments since then have been the 
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- the end of the last decade. 
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Major Changes in the Making 


Now, it seems the world is once more faced with 
a series of major changes in the oil industry, the 
consequences of which will be with us for many 
years. Let us briefly examine these changes, in the 
course of an imaginary trip to the world’s major oil 
producing areas. 

Our first stop is in our own. oil producing states 
in the Southwest, mainly Texas, Louisiana and 
Oklahoma. Let us disregard the fact that the oil 
industry in these states is currently adversely af- 
fected by the recession, since this is only a very 
temporary factor from which many domestic oil 
companies are already beginning to recover. What 
rcally worries the oil producers in those states is the 
nt-at-all temporary factor of steadily growing oil 
in.ports. 

The rationale behind these imports is quite 
sinple to understand. The United States consumes 
scme 60 percent of the Free World’s oil supplies yet 
it holds only 13 per- 
ecnt of the Free 
\ orld’s oil reserves. 
Our domestic oil re- 
serves are, there- 
fore, clearly not suf- 
f:cient to provide 
our growing oil 
needs which—up to 
last year—have been 
expanding at an an- 
nual rate of 5-6 per- 
cent. There is no 
disagreement on 
this basic outlook. 
The argument only 
starts with the ques- 
tion of how much 
foreign oil should be 
allowed to come in. 
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MIODLE EAST 
23% 


TOTAL PRODUCTION 
15,326,000 BARRELS DAILY 


The Import Problem 


Until 1955, the 
U. S. government made no attempts to restrict oil 
imports. On the contrary, under a long-term re- 
sources conservation policy they were encouraged. 
In 1955, a U. S. Cabinet Committee recommended 
that crude oil imports be held at a level equal to 
approximately 10 percent of domestic oil production. 
In 1957, another study by the same Cabinet Com- 
mittee increased the ratio to 12.5 percent and asked 
all oil importers to comply with voluntary oil import 
quotas, established by the Department of the In- 
terior. A couple of months ago, these voluntary 
quotas were somewhat tightened by a presidential 
order which forbids all government agencies to 
place oil orders with non-complying importers. The 
order has now been challenged in the courts by one 
of the smaller oil importers. But whatever the legal 
outcome of this case, there is little doubt that oil 
imports will continue to increase, both quantitative- 
ly and as a percentage of domestic production. For 
oil production in the United States is becoming more 
costly, the yield per well is declining while the foot- 
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FREE WORLO CRUDE OIL PRODUCTION IN 1957 ANd 
PROVED CRUDE OIL RESERVES, END OF 1957 
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Reprinted from: United States Oil Imports: A Case Study in International Trade 
by the Petroleum Industry Research Foundation, Inc. 


age to be drilled per barrel of oil is increasing. In 
the major oil producing centers abroad the situation 
is exactly the reverse. As a result, Middle East, 
Venezuelan or Indonesian oil can today be brought 
into any U. S. coastal port, even in Texas or Louis- 
iana, at a price below that of comparative domestic 
oil. 

This does not mean that the U. S. domestic oil 
industry is about to be drowned out in a sea of cheap 
foreign oil. Imported oil is still only competitive 
with domestic oil in coastal areas. There is no eco- 
nomical way to ship it inland. Thus, the nearly 50 
percent of American refineries not located in vide- 
water areas will, for the foreseeable future, con- 
tinue to be supplied exclusively from domestic 
sources. But in the coastal areas the competitiou 
between foreign and domestic crude oil can be ex- 
pected to increase. 

American oil companies are apparently fully 
aware of this fact. More than 220 of them are cur- 
rently producing or seeking oil abroad, compared to 
only a handful ten years ago. Many of these are 
small concerns without sufficient capital to invest 
both at home and abroad. Their decision to invest in 
foreign oil produc- 
tion thus clearly 
reflects their agree- 
ment with the eco- 
nomic factors men- 
tioned above. The 
growing number of 
oil importers indi- 
cate the same gen- 
eral trend. Until a 
few years ago only 
the very large oil 
companies were im- 
porters. By last year 
the number of im- 
porters had grown 
t to thirty. And in the 
sestees first half of this 

TOTAL RESERVES year an additional 
235,566 MILLION BARRELS thirty received im- 
port quotas under 
the Government’s 
Voluntary Oil Im- 
ports Restrictions 
Program while forty-four more have applications 
pending. 

Whether this inexorable trend will ever make the 
United States dependent on foreign oil is a question 
difficult to answer, since it will depend largely on 
our own ultimate oil reserves whose volume can 
only be guessed at. However, it would be quite safe 
to predict that for the next fifteen years at least the 
bulk of our oil will continue to come from domestic 
sources. What happens after that will depend to a 
large extent on shale oil of which the United States 
has very large untapped reserves. According to the 
Union Oil Company of California, which has done 
much pioneering work in the utilization of shale, 
the commercial production of oil products from shale 
is already possible at prices competitive with crude 
oil products. Only the present oversupply situation 
in the domestic oil industry has prevented the nec- 
essary capital investments to start commercial shale 
oil production. However, according to the chief 
chemist of the Denver Research Institute, between 


MIDDLE EAST 72% 


459 








50,000 and 100,000 barrels daily of shale oil will be 
produced in Colorado within the next five years. 


Market Outlets for Canadian Oil 


Next, let us take a brief look at the Canadian oil 
industry. Oil in commercial quantities was first dis- 
covered at Leduc, Alberta, in 1947. Today Canada 
has a daily production of about 460,000 barrels and 
a potential of several hundred thousand barrels 
more. However, Canada’s problem is the great dis- 
tance between its oil producing centers and its oil 
consuming centers. Alberta and Saskatchewan are 
so far from Montreal that the Montreal refineries 
find it cheaper to import than to use domestic oil. 
As a result, the Interprovincial Pipeline which takes 
Canada’s crude oil to the east, only goes as far as 
Toronto. Montreal, the country’s chief refining cen- 
ter, remains supplied completely by foreign oil. 

If Canada had other major outlets for its oil this 
would not matter. But Canada’s most logical market, 
the United States, is not proving a good customer. 
There are two reasons for this. For one thing the 
general oil imports restrictions program has hit 
Canadian imports too. But more important is the 
fact that Canadian imports are now being displaced 
by Middle and Far Eastern imports which are much 
cheaper. This applies particularly to the West Coast. 
There, a number of refineries have been constructed 
in Washington state, near the Canadian border. 
These refineries were until recently supplied mainly 
by Canadian crude oil which was piped across the 
border. Now, however, the companies which own 
these refineries have decided to run them instead on 
crude oil from their production in the Middle East 
or Indonesia. For Canada this means a production 
loss of 40,000-50,000 barrels daily. 

Slowly, the opinion seems to be gaining in Canada 
that if it is not possible to export oil in growing 
quantities to the United States, Canada must develop 
its own national oil policy. Several Canadian pro- 
ducer groups have suggested that the Canadian gov- 
ernment should put a tariff on all imported crude 
oil and/or should give domestic producers a subsidy 
so that they can enter the Montreal market. Without 
such protection on the part of the government it is 
unlikely that the estimated $500 million for a pipe- 
line from Alberta to Montreal can be raised. 

The whole issue has now become a political foot- 
ball and has brought into the open the dormant hos- 
tility against foreign oil companies operating in 
Canada (most of which are U. S.-owned). It is 
charged that some of these companies are opposed 
to a common carrier pipeline extension to Montreal, 
since they prefer to import oil from their own con- 
cessions in Venezuela or the Middle East. 


The foreign companies reply, with considerable 
justification, that a pipeline to Montreal would be 
highly uneconomical under present conditions and 
would probably cause an increase in the price of oil. 
They propose, instead, that more refineries be built 
along the existing pipeline to Toronto and that oil 
exports to the United States be developed. However, 
if this latter possibility should be blocked by re- 
strictive U. S. government policies and the prefer- 
ence of U. 8S. importers for non-Canadian foreign 
oil, the Canadian government can be expected to take 
some action designed to assure additional outlets for 
Canadian oil. 
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Step-Up in Venezuelan Exploration Activities 


Our next stop is Venezuela. Here we have a 
strange contrast between a decline in production and 
an increase in exploration. Venezuela’s oil output is 
now some half a million barrels daily below the all- 
time peak figure of a year ago. However, hardly a 
week goes by without news of some major oil dis- 
covery. The decline in output is, of course, due to 
the U. S. imports restrictions and the slow-down in 
new oil demand elsewhere in the world. The high 
level of exploration activities, on the other hand, is 
due to the fact that U. S. oil companies and Roya! 
Dutch (the only non-American oil concern in Vene- 
zuela) have spent a total of $765 million on casi 
bonuses for new oil concessions in 1956/57. Having 
paid all this money just for the privilege of drilling 
for oil, they are naturally eager to find out what is 
underneath the expensive real estate for which they 
paid up to $1,500 per acre. 

Some of the companies have done extremely well, 
so far. This applies not only to the old-established 
concerns but also to the newcomers who in many 
cases had to pool their resources in order to finance 
the cost of looking for oil in Venezuela’s prolific 
subsoil. They are now drilling new wells just as fast 
as they can make holes. The best area, so far, is the 
ten-mile long “Golden Lane” producing trend in the 
middle of Lake Maracaibo. Production from this 
trend, plus a small new producing zone in eastern 
Maracaibo, already totals more than 50,000 barrels 
daily. 

Among the most successful concerns is the Su- 
perior Oil Company which brought in a 10,000 
barrels daily well last month. More recently, an even 
larger well was completed by the Venezuelan Sun 
Oil Company which acts as operator of a concession 
owned jointly by itself, Venezuelan Atlantic Oil and 
Venezuelan Seaboard Oil. Another very successful 
newcomer to Venezuela is San Jacinto Oil Company 
which acts as operator for a group of companies 
which, in addition to San Jacinto, includes Tennes- 
see Gas Transmission, Union Oil & Gas of Louisiana, 
Monsanto Chemical, Murphy Corporation, The 
Sharples Oil Company and American Petrofina. 
Phillips Petroleum, Signal Oil and Gas and Standard 
Oil of Indiana are other companies whose Vene- 
zuelan gamble has paid off handsomely. 

Now, their problem is to find a market for their 
new production. In view of the prevailing world oil 
situation and the fact that none of these newcomers 
have established market outlets outside of the 
United States, this is a difficult problem. San Jacinto, 
for instance, which is already able to produce nearly 
9,000 barrels daily from its new wells, does not even 
have a quota to import oil into the United States. 
It has now entered into an arrangement with Doug- 
las Oil of California, which does have a small import 
quota, to supply it with its foreign oil needs. 
Superior which is now producing 30,000 barre's 
daily has made similar arrangements. 


Political Risks 


But finding market outlets is not the only problem 
facing foreign oil companies in Venezuela. More 
important, in the long run, is the question of how 
long the 50/50 profit-sharing arrangement between 
the companies and the (Please turn to page 498) 
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The Investment Status of 


BANK STOCKS TODAY 


By Earl J. Weinreb 


en investors have had their cake. . . and they’re 
still eating it. What is more, there is likely to 
be plenty of icing on that cake in the future for own- 
ers and buyers of well chosen shares. 

Banking has been profitable during good times 
and bad after World War II. Particularly during 
the ’55, ’56 and ’57 boom, earnings mounted due to 
insatiable loan demand and climbing interest rates. 
Since the end of that boom, moreover, the bonanza 
hasn’t subsided very much. As a matter of fact, 
many banks have been able to maneuver record or 
near-record earnings in spite of the recession. Not 
that this is an unusual phenomenon. Many of them 
had wrested respectable profits from the *49 and 
54 recessions. 

There is no magic involved in keeping bank earn- 
ings stable while the general economy is off. At the 
first real signs of recession, the Federal Reserve 
usually furnishes the banking system with more 
funds by increasing free reserves. In addition, the 
end of a boom fines the banks with increasing liquid- 
ity due to decreasing loan demand. With these funds, 
aggressive bank managements will increase their vol- 
ume of bond investments. This helps temper the loss 
of loan volume and the drop of interest rates that 
often accompanies it, and more or less stabilizes 
profits. 

Furthermore, the banks may have weathered the 
worst the current recession has to offer, especially 
if, as many believe, we are leveling off near the bot- 
tom of the °57-’58 skid. At this juncture, most com- 
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mercial banks are in robust health and just straining 
at the leash to expand their operations and earnings 
to greater heights. 

The potentials are there. Our population keeps 
growing, and before very long ours will be a nation 
of 200 million consumers, necessitating constant in- 
dustrial expansion, requiring new capital, of which 
the commercial banking system is the largest poten- 
tial source. Since over the long run capital demand 
will probably always tend to exceed the available 
supply, the banks will benefit, and should participate 
fully in the future growth of our country. Inflation 
is also a factor here. 

Commercial banking is not only geared to finance 
our growing domestic needs, it is being called upon 
to facilitate increasing trade and investments of 
foreign countries. Major American banks have been 
expanding their very profitable overseas operations 
quite substantially. 


Combines Growth and Defensive Aspects 


In addition to the growth factor, the bank investor 
also enjoys the defensive characteristics brought 
about by the public utility-like nature of banking. 
As important cogs in the economic scheme of things, 
government agencies watch over the financial health 
of the banks the way a mother hen hovers over her 
chicks. This is because the banks in the Federal Re- 
serve System, wittingly or not, are the instruments 
through which the Administration and the Federal 
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Reserve Board keep the economy on an even keel. 
The “tight money” policy of the Fed was carried out 
via the banking system. Efforts to raise us out of 
the present recession with “easy money” are being 
made through the same channel. The Government’s 
pump-priming, deficit spending must be accom- 
piished by bank borrowing; enough reserves must 
therefore be given the banks so that they can buy 
Government bonds. Despite occasional politically in- 
spired pot shots at bankers, the banks are, in effect, 
coddled b; indirect controls about as much as the 
public utilities are protected by direct decree and 
rate fixing. Thus in many ways, bank investment 
has the same defensive qualities as investment in 
the utilities. 


But Watch the Balance Sheet 


However, it is not all beer and skittles for the 
bank investor. He’s got to keep his eyes open for the 
minuses as well as the plusses on the balance sheet. 
Being in a defensive type of business doesn’t guar- 
antee you will reap profits. Some bank earnings will 
be lower this year than last. Others find themselves 
in urgent need of capital funds, to furnish the base 
upon which to expand operations. The cost-price 
squeeze is causing consternation in banking circles. 
For another thing, competition among the commer- 
cial banks is becoming more keen than ever; they’re 
staging quite a Donnybrook for the favors of pros- 
pective customers. And as if such scrapping weren’t 
enough, they have had to battle other types of lend- 
ing and savings institutions—the savings banks, in- 
surance companies, savings and loan associations 
and credit unions. The results of the competition are 
being felt, and over the last 10 years the commercial 
banks have lost ground to their rivals, who operate 
under less restrictive ground rules with regard to 
taxation and reserves. 


New York Banks Show Increase 


But on the whole, the banking community ‘is in 
fine shape. Not only is the long term outlook very 
promising, near term prospects are also satisfactory 
as they come to the mid-way mark in 1958. Bank 
loan demand has not fallen off as much as was pre- 
dicted; in fact, it has held up well considering the 
depth of the recession. Taking the large New York 
City banks (nowhere else are large amounts of bank 
credit so readily available), we discover that loan 
volume has actually been up for the 6 months ending 
June 30th. There had been some decline, in the ag- 
gregate, for the first 3 months of ’58, but the second 
quarter made up for it. While business loans have 
been off slightly, broker loans were up. Deposits 
have also been a bright spot, having risen nicely. 
Most of the major banks reported increased earn- 
ings for the first half of 1958, as compared with the 
lixe period in 1957. The First National City, Chemi- 
cal Corn, Guaranty Trust, New York Trust, Bank 
of New York and Bank of America were among 
those reporting increases over last year’s first half. 
In those instances where earnings were lower, the 
declines were not serious. 

Additionally, the major banks report rising profits 
from security dealings, in comparison with the losses 
taken during the tight money era, when bonds had 
to be sold at depressed levels to raise funds for the 
accommodation of loan demands. 
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Effects of Competition 


These favorable earnings have been made in the 
face of severe competition for time deposits with 
other types of savings institutions. Especially on the 
West Coast, time deposits bearing high rates of in- 
terest are squeezing earnings. Since the savings and 
loan associations in that area continue to hold the 
line on their rates, the commercial banks have found 
no other alternative but to follow suit. Banks across 
the country are experiencing the same problem. In 
the East and Midwest, the savings banks are the big 
competition. Some cuts on interest awarded savings 
accounts have been made here and there, but not 
many. The major New York City banks also have 
been holding off such action, except for the slashes 
made some time ago on deposits from foreign 
sources. 

Earnings over the next 6 months to a year may 
be off somewhat for a few of the major banks, due 
to rising expenses coupled with lower lending rates. 
In the main, however, bank earnings can be expected 
to hold up fairly well over the near and intermediate 
term. During this time, it is possible some pressure 
may develop on bank stock prices, particularly 
should some investors begin switching into the cycli- 
cal stocks. The patient, long term investor need not 
worry, however. He has many positive factors in 
his favor, as we have noted. 


Gauging Bank Stock Values 


What are the benchmarks for assaying bank stock 
values? The usual include: the relation of the market 
to book value; the price times earnings ratio; the 
dividend yield; and the relation of capital funds to 
deposits and risk assets. These criteria influence 
market action of the bank stocks if for no other 
reason than that of giving the bank investor some- 
thing to hang his hat on. Because they are widely 
used as bank investment standards, they give us an 
indication of the psychology behind the market. In 
this respect they are extremely useful tools for the 
alert investor. 

Actually, the above-listed standards do not give 
a final estimate of intrinsic value because the banks 
do not use identical bookkeeping procedures. Some 
treat security profits and losses differently than 
others. In the larger banks we find a tendency to 
underestimate assets; some do so more than others. 
To get an accurate idea of assets you have to be a 
combination real estate expert, stock analyst and 
private detective, with a wealth of time to do your 
work. Extremely valuable assets of some of the major 
banks have been written down to fantastically low 
figures, and thus, throw the usual standards out 
of kilter. 

All too often, when comparing these ratios from 
bank to bank, we are not comparing the same things. 
On the other hand, if the individual banks continue 
to use the same bookkeeping techniques, the year-to- 
year trend of ratios for a given bank will give an 
illuminating picture of the progress being made by 
that bank. 

But remember, exact or not, these signposts do 
influence the market action of bank stocks. 

How can the long term bank investor get the most 
intrinsic value for his investment dollar? How can 
he buy bank stocks on the anticipation of exceptional 
growth, rather than after such growth has occurred, 
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Statistical Data on Leading Bank Stocks 
Book 
Loans and U.S. Gov't Value Earnings Indi- 
Total Deposits Discounts Securities per sh. Per Share* cated Recent Div. 
June 30 Dec. 31 June 30 Dec. 31 June 30 Dec. 31 June 30 Ist Half Current Bid Yield 
1958 1957 1958 1957 1958 1957 1958 1958 1957__—sCiDiv.. Price % 
—— - ——(Millions) _ 

American Trust Co., S. F. $1,617 $1,539 $ 832 $ 850 $ 484 $ 403 $40.71 $1.85 $1.62 $1.60 $ 37 4.3% 
Bank of America, S.F. 9,812~ 9,524 5,462 5,554 2,260 1,874 23.27 1.45 1.37 1.80 38 4.7 
Bankers Trust, N. Y. 2,820 2,556 1,435 1,448 723 514 65.32 2.72 2.67 3.00 68 aa 
Chase Manhattan, N. Y. 7,438~ 6,884 3,588 3,737 1,881 1,151 47.34 2.15 2.04 2.40 52 4.6 
Chemical Corn Exchange, N. Y. 3,086 2,933 1,527 1,468 655 480 45.72 2.13 1.86 2.30 51 4.5 
Crocker-Anglo Nat. Bank, S. F.. 1,426 1,388 759 795 453 325 28.69 #4«21.44 1.09 1.20 3300 3..6 
First National City, N. Y. 7,251-~ 6,692 3,965 3,867 1,501 1,156 58.95 2.492 2.40° 3.00 67 4.4 
First National of Boston 1,669 1,557 898 946 436 298 57.77 3.27 3.32 3.35 71i- 4.7 
First National of Chicago 2,732~ 2,614 1,361 1,512 752 533 255.60 N.A. N.A. 8.00! 348 2.3 
First Penna. Bank. & Trust Co. 1,067 998 513 536 206 152 41.27 N.A. N.A. 2.35 45 5.2 
Guaranty Trust, N. Y. 2,685~ 2,438 1,583 1,610 880 525 69.89 2.69 2.50 4.00 80 - 5.0 
Hanover Bank, N. Y. 1,721 1,576 896 912 472 262 43.13 1.77 1.83 2.00! 43 4.6 
Irving Trust, N. Y. 1,862 1,578 955 806 470 345 26.40 1.26 1.35 1.60! 34 4.7 
Manufacturers Trust, N. Y. 3,085 2,966 1,346 1,255 882 701 42.90 2.01 2.04 2.00 43 4.6 
Mellon Nat. Bank & Trust >...... 1,882 1.753 1,036 1,013 525 375 10860 N.A. N.A. 4.00! 124 3.2 
National Bank of Detroit 1,782 1,803 629 706 721 654 49.84 2.58 2.55 2.00 53 3.7 
New York Trust 842 743 436 399 169 151 69.52 3.07 2.82 3.75 84 4.4 
Philadelphia National Bank 995 935 435 436 219 174 33.29 1.58 1.58 1.90 39 4.8- 
Republic National of Dallas 780 741 463 436 151 100 31.18 N.A. N.A. 1.85 54 3.4 
Security-Trust Nat’l., L. A. 2,936. 2,773 1,152 1,196 1,291 1,107 36.88 1.79 1.78 1.60 48 3.3 
*—Net operating or indicated earnings. 1_—Plus stock. 
n.a.—Not available. *—Including City Bank Farmers Trust Co. 

















when the shares will command a premium? Although 

it is difficult to generalize investment principles in 

order to derive a formula to suit every situation, the 
long term bank investor has certain rules of thumb 
to go by. He can follow.these maxims: 

a) Larger banks will generally do better than the 
smaller banks. 

b) “Retail” banks—those using branch offices—that 
cater to smaller depositors and customers, will 
outperform the “wholesale” banks in the long 
run. 

c) Buy stock in banks operating in states which per- 
mit some degree of branch banking. 


Bank Mergers 


The fact that the larger banks are better equipped 
for growth and stability is a prime motivation for 
the post-war wave of bank mergers. The chief ad- 
vantage lies in the fact that higher volume banks 
operate at lower unit cost. Automation is more prac- 
tical where there is a heavy volume of business. Take 
the New York City area as an example. The average 
ratio of salaries and operating expenses to gross 
operating earnings is 50.9% for the 6 largest banks 
in the city proper. The 3 largest suburban banks 
(doing considerably less volume) have a ratio of 
64.9%. The merger tendency among banks, currently 
about 3 a week, can be expected to continue as long 
as increasing costs are a factor. 

From now on, greater profits will undoubtedly be 
made by investing in the larger banks, who in addi- 
tion to their lower costs, can utilize their assets to 
better advantage. Even during the tight money pe- 
riod, many of the smaller banks around the country 
were not able or willing to use all their available 
funds. A paradox indeed! Furthermore, since the 
size of individual loans is governed by capital funds, 
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the smaller banks are restricted to the type of busi- 
ness they can acquire. 


Bank Management Top Asset 


Bigness in banking pays off in a very important 
way—it enables the payment of top salaries for effi- 
cient personnel, and permits adequate training to 
insure top-drawer management. Bankers have been 
complaining of late, that there just are not enough 
good high echelon executives to adequately man the 
nation’s 14,000 commercial banks. Because salary 
scales are, of necessity, very modest in the smaller 
banks, more able bank executives tend to gravitate 
to the larger organizations, who can afford to pay 
more money. 

Why the emphasis on management? It may sound 
trite to say management is probably the most im- 
portant asset the bank can have, but perhaps in no 
other industry are the results of good management 
so quickly discernible. Bankers must work doubly 
hard to keep administrative expenses in hand, inas- 
much as service-type organizations are not auto- 
mated as easily as the manufacturing industries. 
Then consider portfolio management, an activity 
that directly affects earning power and your invest- 
ment dollar. Knowing when to lengthen or shorten 
bond maturities as loan demand and interest rates 
fluctuate, knowing how far to go in loan expansion, 
all this is an art which requires a sixth sense. In- 
vestment officers must be keenly aware of the money 
market, the investment position of the bank, its 
capital, deposit and tax status, etc. Even among the 
large and usually capably managed New York City 
banks, you can observe a wide variance of portfolio 
management results. Your chances of getting good 
management in the smaller banks are much slimmer. 

(Please turn to page 494) 
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Washington 








ADVERTISING expenditures of corporations, particu- 
larly utilities, are undergoing close and critical in- 
spection in the Internal Revenue Service field offices. 
Big losers will be electric utilities which spent large 
sums of money to emphasize the cause of privately 
operated, taxpaying local enterprise over the TVA 
type and lesser government operations. The private 
companies contended this was a necessary business 
expense and a fight for survival, with competition 
equalized. But the IRS said it was money spent to 
influence legislation; therefore it was a lobbying 





WASHINGTON SEES: 


Tracing developments in United States-Soviet 
relationships, it is possible to pick up a thread 
of optimism which is too fine, perhaps, to satisfy 
those who want precipitate action to bring prompt 
results but which is being put down as a sign of 
progress by the White House and the State De- 
partment. In a diplomatic situation as delicate 
as this, it would be unreasonable to expect Eisen- 
hower or Dulles to break down each step, state 
its implications and point to doors it opens. To do 
so would slow negotiations, might end them. 


There is more drama and headlines to Russia's 
refusal to go through with a summit conference 
along lines earlier assented to, than there is to 
the seeming dodge of suggesting that attention 
now be devoted to insuring against surprise at- 
tacks. But the fact is that the Kremlin has been 
ducking its commitments for years and offering 
no alternative; now the walkout lacks the finality 
of previous actions because it puts forth an idea 
on international safety which this country is ready 
to accept as a starting point. 

And the White House and State Department 
have not been unmindful of the implications of 
Nasser’s visit to Yugoslavia’s Tito. In view of Tito’s 
open defiance of the Kremlin on basic issues, the 
Egyptian boss appears to be lending his indorse- 
ment in two ways: 1. By this timely association 
with the Yugoslavian chief. 2. By inviting the in- 
ference that he, and the new United Arab Repub- 
lic, refuse to bend the knee to Khruschev. 














By “VERITAS” 


cost and cannot be deducted from taxable income. 
Deductions have been formally denied. 


MANUFACTURING industries also are feeling the 
sting of the new drive, which is not based on new 
regulations but on strict application of old ones. A 
roller bearing company has been advised its ad 
expenditures in town where it has plants are not 
deductible, rejecting the company’s contention that 
the money was spent to build good will, create the 
“pride of belonging” among its employees. One of 
the big aviation companies has bad news in the 
mails: the Renegotiation Board has denied claims 
for large setoffs to cover advertising budgets. The 
Board said ths is institutional advertising, not a 
part of the cost of performing contracts for the 
Government. 


FARM REPORTS in the fiscal year that ended June 30 
are being tabulated and present indications are that 
the amount will be about $4 billion— down $724 
million from the all-time record volume of 1956- 
1957. Despite the decline, the total volume will be 
the third largest on record, only slightly below the 
1951-1952 FY record. Export by private traders 
will stack up favorably with those of recent years, 
in fact slightly exceed earlier figures. This is all 
to the good, but it does not mean that export aids 
financed by the Federal Government are on the way 
out. Private exports may be found to be as high as 
70 per cent of all. The 1957 figure was 59 percent. 


WHITE HOUSE relations with Capitol Hill have im- 
proved in the past few months. The President has 
exercised his veto powers, he has gone over the 
heads of the lawmakers to present his case to the 
public when the occasion warranted, yet he’s getting 
his program through, slowly but it seems surely. The 
reciprocal trade program cleared the House by the 
biggest vote ever; on the Senate side, the line was 
held against tax-cut attempts. Ike will get a Penta- 
gon reform bill of sorts and an acceptable mutual 
aid bill. Obviously there’s no political gain in fight- 
ing the program of a non-candidate. 
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President Bay R. Cook of the Aircraft 








Industries of America, the changeover in weaponry from 














has created financial problems "of a magnitude heretofore 

















unknown" to the aircraft industry. It's a many-sided 
poser. Capital is needed for new production and test 
facilities. There is need for maintaining mounting 
inventories and accounts receivable. There is demand for 
additional research and development work. And today 

the aircraft industries are stuck with millions of square 
feet of plant space which are excess to current needs 
because designed for totally different type of output. 
The same is true of production and test equipment. 





» Missiles do not lend themselves to production 
1 line setups which stand, many of them idle, 





in plane 





plants. With each added major component, 


movement stands still, awaits tests few of 
which can be conducted in the buildings in 
hich the work began. During the six-year 
eriod ended in December, 1956, 15 of the 
ajor airframe, missile and engine 
anufacturers boosted their net investment 
n facilities from $140 million to $429 
iillion. That money was gambled on the 
hance that aircraft plans now in use or in 
ight will not be elementally changed. If 
hey are, the investment could melt. 














» Policy change at the Pentagon has 
reduced progress payments, even for work 
vhich has been completed. Result: industry 
las been forced to finance a very large 
hare of government work. In this respect, 
the commercial customer is more desirable 
han the Pentagon procurement office. 

The 15 companies referred to above have 
nereased their investment in accounts 
receivable and inventory, in the 1950-1957 
period, from $701 million to $2,362 million. 
By the nature of the rapidly changing 
ndustry, retention of earnings to provide 
new capital has been lower in the aircraft 
field than in almost any other trade. 

And in the seven-year period studied, 
borrowings have increased 23-fold, to $563 
million. That leaves equity security sales 
as a money source. Investors are not 
unaware of the several problems cited above. 
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» Payroll costs are headaches 
not only to the industry but also to gov- 








ernment purchasing agents. They are a 





eavy contributor to skyrocketing costs of 
setting a plane out of the shop and onto 
the airstrip. Few taxpayers are cognizant 

f the time lag between budget estimates 
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the missile 


and disbursement of the money. The current 
fiscal year began July 1. Several of the 
major appropriations bills still were 
before Congress and the affected agencies 
were operating on borrowed money. There 
could be no asSsSurance that the departments 
would receive the full amounts they had 
asked for with Presidential approval. Of 
one a they were certain: the cost of 
submitted their ee to pm Bureau 
of the Budget ; they could not hope to 
obtain the number of units, of any kind, Set 
before a figure in the Submitted request. 
zpat resuess was 18 months old. Figures = 




















Budget Bureau offices and i been for 
several months! 








» Skilled operatives make up a large 
part of an aircraft company's payroll. 
The companies are reluctant to let them 
go, hold on to them until there is no 
alternative. The decline from the April 
1957 peak to March 1958 was 143,700 
workers, a drop of about 16 per cent. 
Average weekly earnings in the aircraft and 
parts industry increased to $99.72 in 
March compared with $98.17 in the previous 
month. The average weekly wage in 1957 
was $97. Wages have increased steadily 
despite a decline in the average weekly 
hours worked. The average hourly wage in 
March 1958 was $2.45 compared with $2.36 in 
1957. Weekly hours worked in March were 
40.7 compared with 41.1 in 1957. 









































» A bright spot in the business 
picture is reflected in Federal Housing 
Administration surveys. The agency sees an 
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excellent year in the making in home 
building and improvement. Said FHA 
Assistant Commissioner Roy F. Cooke: 
"People are paying their bills and the 

90 days-and-over delinguent accounts held 
by our 12,500 lenders, according to figures 
of March 31, is 1.01 per cent -- the l 

in our 24 years. Title 1 insured loans 
numbered 93,000 in May and had passed the 
110,000 mark in June." 








> The public's ability to buy is 
greater than at any time in recent history, 
the Federal Home Loan Bank Board added by 
way of supplement to the favorable report 
by FHA. Cash-type savings, it reported, 
were at a record high rate in the first 
three months of this year -=- higher even 
than the wartime peak reached in 1944. The 
boost in such savings was $5.6 billion 
for the quarter, pushing the national 
savings total to $268.2 billion on March 
31. Almost 60 per cent of the net gain 
this year was in thrift deposits in commer- 
cial and mutual savings banks. Commercial 
bank time deposits accounted for about 
47 per cent of the increase; net growth of 
accounts in savings and loan associations 
represented 23 per cent. 























The l-million member Machinists 
Union says flatly the public is being 
hoodwinked, bamboozled and flimflammed into 
a belief that labor's constantly ascending 
scale of wages is responsible for the high 
cost of living. And having uttered that 
unequivocal belief as fact, the Union has 
asked its members to furnish the proof, 
confessing meanwhile: "A few of us even 
feel guilty that perhaps the 10 cents an 
hour the union won for us last February 
was responsible for last month's increase 
in the consumer price index." Members 
were asked to mail in written statements 
of their views. Headquarters will analyze 
the mail and prepare the supporting material. 





























» The Machinists' spokesman con- 
tends wages don't go up as fast as prices 
and, anyway, manufacturers sell ona "unit 
price." This, it is explained, is the 
total weekly wage bill divided by the 
number of units produced each week. The 
Union says the unit cost has gone up only 
six-tenths of one cent between 1953 and 
1957. This isn't propaganda, the Machinists 
say; it comes from Table 51 of the Report 
of the Joint Economic Committee of the 
84th Congress. Returning to unit cost, 
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spokesman says industry is constantly 
cutting it by speeding up production, 
mechanization and automation, and down- 
grading employees' wages. 














» Congressional resentment to 
Lewis L. Strauss is endangering approval 
of the agreement with Euratom in which, it 
would appear, this country stands to be a 
gainer. Strauss has quit the Atomic 
Energy Commission after several contro- 
versial years as its chairman. But as the 
President's special aide for the atoms- 
for=peace program, he is front man on 
negotiating the Euratom deal, probably 
would be in charge of United States } 
participation. And the vendetta still runs 

















on Capitol Hill. Strauss has always been 
strong for an international agreement such 
as now pends. That's enough to whip up 
suspicion among his legislative foes. 

















p» Research and development are 
elemental in the plan before Congress for 
indorsement. It iS proposed that Euratom 
(six cooperating European nations) and 
the United States, share the costs equally. 
It adds to about $20 million a year, for 
five years. For this amount, the Atomic 
Energy Commission would have the benefits 
of progress made by Euratom scientists and 
their continuing efforts. It is conceded 
that there is much European talent in the 
nuclear field which has not been utilized 
to its full potential. 






































» Also, the agreement calls for ‘ 
construction of l-million kilowatts of ® 
nuclear power by 1963. This would be 
financed partly by American credits to 
pay for American reactors. This country 
would guarantee enriched fuel stocks and 
would insure a market for any excess 
plutonium produced by the reactors as a 
by-product. Western Europe's conventional 
fuel costs are sufficiently higher than 
those of this country to make feasible 
extensive European financial participation 
in such a deal. It couldn't be done on f; 
equally favorable terms at home! Not be a 
overlooked is the necessity of giving f 
to Europe's aspirations to achieve 15 
million kilowatts by 1970 if there is to 
be a substantial lessening o of West Europe's 
dependency upon Middle East oil. The bill 
seems a proper companion to the one 
passed this month to share military atomic 
knowledge with England and possibly 
other countries. 
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Flan and Scope of 


AUSSIAS 
ECONOMIC WARFARE 


By Martin Jiri Kallen 


NALYSIS of communist maneuvers in the eco- 
nomic war with the Free World clearly estab- 
lishes that the profit motive has been subordinated 
to political and strategic considerations, overlaid 
with pressure tactics applied with no attempt at 


subtlety. With more than 150 years experience as a 
world trader, the United States therefore finds itself 
confronted with the necessity of fashioning new 
and better approaches. Failure to find them would 
involve much more than loss of favorable trade bal- 
ances. It could pose a threat to national survival. 

Congress is cognizant, if somewhat vaguely, of 
the situation. Reluctance to expand the reciprocal 
trade agreements base and decisions on mutual aid 
appropriations suggests that the lawmakers may not 
be fully aware that the fight isn’t being made ac- 
cording to established or recognized code. The rules 
are re-written as the game progresses. Russia has 
an advantage there: it can adjust overnight to 
changing situations, and banishment is the price of 
not “going along.” 

To find a better economic mousetrap, the United 
States must study not only the mechanisms of its 
competitor, the Soviet-Sino bloc, but also dissect its 
distribution and credit programs. In the following 
paragraphs we shall spotlight some of the facts, 
some of the problems. 

The economic weapon is new to the communist 
arsenal. Its use on the grand scale began with the 
death of Stalin five years ago. It is modeled after the 
Marshall Plan and the various pacts that grew out 
of it. But the script has been altered to fit the plan 
keynoted in 1955 by Nikita Khrushchev, who said: 
“We value trade least for economic reasons and 
most for political purposes.” The concept of import- 
export business which formerly ruled world trade 
went out of the window to make way for one in 
which sovereignty was to be bartered for commodi- 
ties. Under-developed countries naturally were the 
first targets brought into focus. 














Bid to Utopia 
Exports of Less Developed Countries to the Sino-Soviet — ee ae a oe 


Bloc as Percent of the Countries’ Total Exports laid it on the line, the communists have 


iene "aa ee page extended to less developed nations al- 
peecsaatiied SS — most $1.9 billion in long-term low-inter- 
Iceland 30.0 27.8 24.9 19.8 5.8 est loans for economic development. 


Their trade agreements with the less 


Yugoslavia 24.2 13.8 2.6 52.8 ° ‘ > 

developed countries have jumped from 
“ovet _— _ _ _— 62 | 49 in 1953 to 147 in 1957. Last year the 
Ghana 2.4 4.2 6.3 4.0 2.0 trade turnover between the Soviet Bloc 
Greece 19.4 4.6 7.1 6.3 5.8 and these countries was 50 per cent 
pan 16.7 9.5 18.2 12.5 5.0 greater on it had been two ~_ 
iia as 3.9 6.2 3.4 1.8 earlier, and it is still on the rise. Almost 
= 2500 soviet technicians are on the job 
senGen asd a laatinii in the less developed areas, and about 
Lebanon 6.0 6.2 2.3 2.0 2000 students from these countries are 
Sudan 3.2 2.9 0.8 0.1 0.4 being trained in Moscow, Prague, and 

Syria 7.8 1.2 0.5 = — of hog pon =. 7” 
any prefer to lull themselves into a 
Turke 19.6 21.9 16.5 7.4 7.2 . - : 
of ie sense of security on the theory that this 
aman —_ we ca on ons is just another trade development, or 
Ceylon 10.6 6.3 12.3 15.6 negligible shift, such as the export-import busi- 
India 4.0 2.2 1.6 1.3 4.6 ness has experienced through history, 
tadenesia 2.7 3.6 1.2 0.5 1.0 let them note well the words of Khru- 

ates 3.1 - - 1 ae shchev, 4 ac carga policy : ' 
sited a0 at es as We boldly challenge the capitalist 
: world. Let us compete to see who can 
angpnine _ naa 6.8 at 14 reach the highest level of productive 
Brazil 2.7 3.3 1.5 0.7 4.3 forces, who will produce more per cap- 
Cuba 2.4 6.4 0.4 0.1 0.1 ita; who will insure the highest material 
Uruguay 3.8 5.7 9.5 0.4 5.5 and cultural standard of living for the 


people, where are the best opportunities 
created for the development of all the 
capabilities of man. Whichever regime 


Source: U.S. Department of Commerce. 


Imports of Less Developed Countries From the Sino-Soviet insures the best conditions for the peo- 
Bloc as Percent of the Countries’ Total Imports ple, that regime will win.” 

lls gelesen ea Stel jaa To a reader in the United States that 

Country 1956 1955 1954 1953 1947 sounds like a surrender to the free en- 





terprise system, for the answers already 


tcoland 26.3 ma 5 “6 - are on the record. But to the people of 
Yugoslavia 23.0 7.5 1.2 56.3 the Communist Bloc and the under- 
Egypt 14.4 6.8 5.9 77 4.0 privileged countries who are ready to 
iin 2.0 2.1 1.5 11 2.7 accept assistance, no questions asked, 
tiie as 35 28 1.3 3.5 Khrushchev’s words are a rallying cry, 
Iran 9.7 9.4 9.5 9.7 13.0 a bid ” Utopia. 
‘ President Eisenhower devoted one 

Iraq 2.0 1.9 1.8 3.1 1.8 paragraph of his Feb. 19, 1958, Mes- 
Jordan 5.3 3.0 3.4 2.2 1.5 sage to Congress to appraisal of the 
ieeiiiieen 3.7 2.6 2.3 1.9 situation. It was a classic of condensa- 
ae 5.5 a9 2.9 tion and warning. It read: 
Sides 8.7 3.0 8.0 24 0.9 “If the purpose of Soviet aid to any 
nite ae “a oe en country were simply to help it overcome 

economic difficulties without infringing 
Turkey 14.6 18.4 9.4 5.5 6.4 its freedom, such aid could be welcomed 
Burma 18.9 2.3 1.5 1.3 as forwarding the free world purpose 
Ceylon 8.7 6.0 11.3 13.5 0.5 of economic growth. But there is noth- 
indie 4.3 7 0.9 o7 1.2 ing in the history of international com- 
lian an as an as as munism to indicate that this can be the 

case. Until such evidence is forthcom- 
Malaya 3.6 3.4 3.2 3.8 9.3 ing, we and other free nations must 
Pakistan 3.1 1.2 2.0 1.2 assume that Soviet bloc aid is a new, 
Viet-Nam 2.0 3.5 subtle, and long-range instrument di- 
Argentina 5.3 9.5 7.1 1.8 1.2 rected toward the same old purpose of 
erenit as os - as as d rawing: its recipient away from the 

community of free nations and _ ulti- 
Uruguay 5.2 1.1 0.9 0.4 0.7 


2 mately into the Communist orbit.” 
Source: U.S. Department of Commerce. World domination is no less a goal of 
communism today than it was 40 years 
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ago when Lenin proclaimed it. 
There has been cultivation of the 











virus through the decades, with 
military action, subversion, and 
broken promises as the advance 
agents. Until Korea there had not 
been challenge by a force strong 
enough to back up its command: | 
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. 1932 to 1960 
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‘Stop!” As history’s pages record, 
the communists do not change (. « 
goals and are always ready to 
alter approach methods: after 
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tunort SATELLITES COUNTRIES 





The spirit of industrialization 
has invaded the most remote 
‘ountries. Their people have seen 
this as a step to a better civiliza- | 
tion and a higher standard of liv- | 
ing. Perhaps that spirit was pres- 
ent, but dormant, in other years; | 
the dreams always exceeded the | 
potential of these countries to 
carry them out. Since World War 
2 all that has changed: no coun- 
try need lag behind because its | 
own treasuries are empty. Those 
of other nations are available. In 
fact there is a contest for the 























a ay ee OAL 


~ 





RiGee. eA S|| 
ae 








privilege of picking up the tab. ——————————— 


1932 1934 1836 1938 


Many of the under-developed 
countries lay their sorry social 





GROWTH of the world’s aluminum industry, shown here, clearly shows rapid increase in Soviet production. 
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status to imperialism which took 

all the values and gave nothing in return. Where 
that attitude exists, the Soviet with its offer of finan- 
cial help and its “era of the common man”’ presents 
a combination hard to combat. 

Add to that, Russia’s successful dramatization of 
Sputnik and our slower progress in gadgetry, and 
the reds have a strong talking point. It is especially 
effective in areas where industrialization is looked 
upon as the ultimate, and where substandard hous- 
ing, dietary deficiency, toleration of curable disease, 
and inadequate medical care is accepted as the norm. 
Where the offers from the Free World collide with 
those of the totalitarian state, all things else being 
fairly equal, the free market for export wins out. 
That has been the history of the reciprocal trade 
agreements act and of the development fund opera- 
tions which offer loans, not to preserve the status 
quo but to get under-developed nations into the flow 
of export-import business. Intense nationalism, es- 
pecially in the countries which have more recently 
acquired independent status works against the com- 
munist economic invasion. But there remains a very 
substantial part of the world to which the free enter- 
prise system and the give-and-take of markets isn’t 
being offered. It forms an area of huge population, 
great potential, and the degree of hazard to the free 
nations increases in direct proportion to the progress 
of Russia’s economic purpose, “Full speed ahead, 
and damn the financial losses!” 


Strategy vs. Costs 
While communism distributes its largesse with 
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strings attached wherever the local need or the de- 
gree of successful subversion makes it possible, the 
reds offer a much more inviting proposition where 
strategy dictates. The danger here is in its subtlety. 
It is the pretense of willingness to settle for “neu- 
tralism.” To a country which must rely on its neigh- 
bors for security as well as for an economic crutch, 
the theory of a safe neutralism is, perhaps, the most 
inviting possibility in today’s troubled world. But 
the neutralism the commies offer means detachment 
from the Free World. Obviously there can be no 
total detachment since no nation can exist without 
positive friendship, and rapprochement with the 
Soviet bloc inevitably, if casually, becomes a fact. 
Soon leaders in the aided country are in the head- 
lines, appealing to both the U.S.A. and the U.S.S.R. 
to end nuclear weapons manufacture and testing. 
But they are singularly silent on inspection methods 
to carry out such an agreement, if entered into. 

Communist success in the role of agent provoca- 
teur must not be under-estimated. Douglas Dillon, 
Under Secretary of State for Foreign Affairs, one of 
the keenest students of the new red technics, com- 
mented : 

“Disputes between nations and Soviet readiness to 
aggravate them have also been a major factor in 
influencing some of the less developed countries to 
expand economic relations with the (communist) 
bloc. When bloc credits in such circumstances in- 
clude the provision of arms under favorable pur- 
chase terms, together with military advisers and 
technicians, the way is opened to deeper involve- 
ment. Thus the (Please turn to page 495) 
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To What extent have 
FOOD PROCESSORS 


discounted their potentials 


By Harold B. Samuels 


HEN Adam Smith, almost two hundred years 
ago, declared food to be a limiting factor as one 
of the basic tenets of his economic thinking, he 
failed to reckon with the resourcefulness and dyna- 
mism of the capitalism he did so much to formulate. 
What Smith could not foresee was the extra- 
ordinary rise in the standard of living in the prin- 
cipal stronghold of capitalism, and the consequent 
raising of food to a semi-luxury item which is 
brought to the consumer pre-cooked, pre-packed, 
canned, cartoned, frozen, seasoned, artifically fla- 
vored and frequently ready to serve. 

Thus, the food processing industry has prospered 
much more than would be possible if its sole aim 
had been to fill “the narrow limits of the human 
stomach.” For not only has it enjoyed the basic 
stability that comes to it from dealing in staples 
that will of necessity command a large portion of 
the consumer’s dollar; but it has also quietly and 
effectively acquired new dynamism by doing a mas- 
terful job of catering to the housewife’s conveni- 
ence, and the taste for variety—as well as easing 
the task for millions of women who combine culin- 
ary duties with their jobs and careers today. 

As a result, the combination of a rising popula- 
tion and a propensity to consume luxury foods in 
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ever-increasing quantities, has raised the yearly out- 
lay for food some $27 billion since 1947. In more 
dramatic terms, this is more than the combined in- 
crease in spending for automobiles, housing and 
consumer durables in the same period. Even allow- 
ing for increases in the price level, the result shows 
an almost 20 per cent rise in the “standard of 
eating.” 

Thus, overlooked in the market appraisal of food 
processing stocks as “defensive” has been their 
steady record of bettering their position relative 
to the rest of the economy, and absorbing more and 
more of the consumer’s dollar. As a result, the food 
industry has by innovation and merchandising be- 
come the key factor in our economy involving huge 
expenditures. Moreover, there is an element of 
growth in many of the processors that would do 
credit to many industries classified as dynamic. 


High Return on Investment 


Kellogg, for instance has averaged a 25 per cent 
return on net worth over the last ten years, Gerber 
Products has averaged over 20 per cent in the same 
period. And several, including Sunshine Biscuit, 
Penick & Ford, Best Foods and Campbell Soup, 
have averaged between 15 and 20 per cent return 
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W.C. (mil.) ‘56—$118.2 
W.C. (mil.) ‘57—$121.1 


CALIF. PACKING N.A. N.A. — - = 
W.C. (mil.) ‘56—$109.5 
W.C. (mil.) ‘S7—$1 10. 9 


W.C. (mil.) ‘56—$142.0 
W.C. (mil.) ‘S7—$134. - 





CONSOL. FOODS 231. 2 242. 75 1.1 1.9 1.10° 
W.C. (mil.) ‘56—$45.8 
W.C. (mil.) ‘57—$46.8 





CONTINENTAL BAK. ‘73. 6 76.7 2.1 2.1 95 
W.C. (mil.) ‘56—$22.9 
W.C. (mil.) ‘57—$23.9 
CORN PROD. REF. 75.5 81.6 6.5 6.2 54 
W.C. (mil.) ‘56—$57.1 
W.C. (mil.) ‘57—$78. 3 





CREAM OF WHEAT N.A. N.A. N.A. N.A. -62 
W.C. (mil.) ‘56—$4.8 

W.C. (mil.) ‘57—$4. 8 

FOREMOST DAIRIES 94.4 99.5 2.0 1.8 -26 
W.C. (mil.) ‘56—$47.9 

W.C. (mil.) ‘57—$47.0 





GENERAL BAKING N.A. N.A. N.A. N.A. -23 
W.C. (mil.) ‘56—$10.8 

W.C. (mil.) ‘S7—$13. 7 

GENERAL FOODS 714.6' 730.27 4.5 4.7 2.70° 
W.C. (mil.) ‘56—$194.6 

Ww. C. (mil.) ‘57—$206.1 








w. Cc. .C.—Working capital. 
N.A.—Not available. 


1—16 weeks to April 19. 
*—9 months ended March 31. 
3—Year ended Febr. 28, 1957 & 1958. 


American Bakeries: High liquidity and good yield provide the main 
attraction for this unexciting performer. Modest earnings improvement and 
dividend stability ahead. (B1) 

Beatrice Foods: Slow but steady earnings improvement for this dairy 
producer may lead to small dividend increase in 1958. Good quality. (Al 
Beech-Nut Life Savers: Aggressive management and new product devel- 
opment combined with rigid cost controls support growth. Dividend payout 
is small, suggesting possibility of increase. (Al) 

Best Foods: Producer of large line of household products, including the suc- 
cessful ‘‘Nucoa’’, a modest earnings increase seems imminent. Dividends 
will remain at $3.00. (B1) 

Borden Co.: Attempt at diversification into chemicals has not been en- 
tirely successful. Nevertheless moderate growth is assured. (Al) 
California Packing: Large industry overproduction of canned goods re- 
duced earnings so far his year. A drop in earnings may mean reduction of 
the stock dividend. (B3) 


RATINGS: 
A—Best grade. 
B—Good grade. 


C—Specolative. 
D—Unoattractive. 








Statistics on Leading f Food Processors ‘7 
—___— —Ist Quarter ——_—__—___—__——_—- ——Full Yeer— Price Range Recent Indi- 
Net utes Net Profit Net Per Earned Per Dividend Per 1957-1958 Price cated 
1957 1958 Margin Share Share Share Div. 
——(Millions)——- 1957 1958 1957 1958 1956 1957 1957 Indicated Yield 
% % 1958 
AMERICAN BAKERIES N.A. N.A. N.A. N.A. $ .99! $ .80! $3.52 $3.49 $2.20 $2.40 4236-31% 38 6.3% 
W.C. (mil.) ‘56—$15.7 
W.C. (mil.) ‘S7—$17. 3 
BEATRICE FOODS 3 87.7 $ 91.0 1.4 1.5 -57 .60 3.43 3.52 1.88 1.80 4452-29 % 42 4.2 
W.C. (mil.) ‘56—$32.4 
W.C. (mil. ) ‘57—$34. 1 } 
BEECHNUT-LIFE SAVERS N.A,. N.A. N.A. N.A. 55 47 2.49 2.67 1.50 1.50 37 5-274 36 4.1 
W.C. (mil.) ‘56—$43.8 | 
W.C. (mil.) ‘57—$47.7 
BEST FOODS N.A. N.A. N.A. N.A. 2.78- 2.89° 4.53% 4.12% 3.00 3.00 62 -43 59 5.0 | 
W.C. (mil.) ‘56—$21.3 | 
W.C. (mil.) ‘57—$23.1 | 
BORDEN CO. 221.7 218.9 2.0 1.9 99 .87 5.01 5.14 2.80 2.80° 69 4-515% 69 4.0 


CAMPBELL SOUP co. 228.1* 254.8! 6.8 6.5 1.47% 


-24 1.12 1.28 .60 -60 








= x 
- 5.67° 3.61° 2.20° 2.20° 4812-365. 48 4.5 | 


1.55% 2.74 2.80 1.50 1.50 42%4-32'2 42 3.5 


1.799 1.45% 1.64° 1.00 1.00 1912-14 19 5.2 


-92 4.59 4.62 2.00 2.00 394-267 39 5.1 


-56 2.36 2.52 1.50 1.80 4412-28 42 4.2 


-64 2.03 2.49 2.00 2.00 3552-267 33 6.0 


-25 1.38 1.43 1.00” 1.00 194-13 V8 18 5.5 


112-9 1 5.4 
2.85' 3.62 3.98 1.95 2.00 6414-40 63 3.1 


4—6 months ended January 31. 

°—36 weeks ended March 8. 

S‘—Year ended June 30. 

7—9 months ended Dec. 31, 1956 & 1957. 

S—Plus stock. 

%—Includes 1/10 sh. of Foremost Finance & Equip. 


Consolidated Foods: Large wholesaler now firmly entrenched as a canner, 
and more recently as a retailer. Earnings should advance again, enhancing 
possibility of dividend increase. (C1 

Continental Baking: Earnings growth has been slow, and has even slipped 
in recent years. Dividend is safe, however. 

Corn Products Refining: Top producer in its field, earnings should continue 
upward. Twice increased dividends in last year may be augmented again 
Al) 

Cream of Wheat: Earnings exceptionally stable, but growth not evident 
Expect dividends to remain stable. (B1 

Foremost Dairies: Aggressive, newer dairy producer, may suffer earnings 
drop in 1958. Dividend should hold at $1.00 per share. (B3 

General Baking: Success of west coast operations will lead to modest 
earnings rise. Maintenance of 60¢ dividend assured. 

General Foeds: This prime food products producer should continue its up- 
ward earnings trend. Small dividend raise possible. 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 









































JULY 19, 1958 


471 


















































ao en oo 
Statistics on Leading Food Processors—(Continued) 
! ——_——_—— Ist Quarter —__————Full Yeer——__—___ 
Net Sales Net Profit Net Per Earned Per Dividend Per Price Range Recent Indi- 
1957 1958 Margin Share Share Share 1957-1958 Price cated 
——(Millions)—— 1957 1958 1957 1958 1956 1957 1957 Indicated Div. 
% % 1958 Yield 
GENERAL MILLS $259. 51 $265. 0! 1.9% 2.4% $1.97! $2.59! $5.68 $4.88 $3.00 $3.00 7934-56 78 3.8% 
W.C. (mil.) ‘56—$73.8 
| Ww.c. (mil.) ‘S7—$71 2 
GERBER PRODUCTS CO. 78.08 86.1° 7.3 6.3 2.73° 2.56% 3.69° 3.56- 1.80 1.80 6212-39 51 3.5 
W.C. (mil.) ‘56—$24.7 
Ww. c. (mil. ) ‘S7—$27. dl 
HEINZ, H. J. 139.74 147.44 3.9 3.6 3.20 3.134 6.09 6.12 2.20 2.20 57 -43% 55 4.0 
W.C. (mil.) ‘56—$86.8 
W.C. (mil.) ‘57—$83.9 
LIBBY McNEILL & LIBBY 148.25 136.4° 1.0 1 355 .004° 2.05 75 70 40 1354- 7% 11 3.6 
W.C. (mil.) ‘56—$72.9 
Ww. c. (mil. ) ‘57—$85. ~ 
NATIONAL BISCUIT 102.0 101.6 4.6 4.8 68 71 2.90 3.18 2.20 2.20 51 -35 50 asa 
W.C. (mil.) ‘56—$50.1 
W.C. (mil.) ‘57—$45. 1 
NAT. DAIRY PROD. 350.2 358.3 2.2 2.3 56 -60 3.02 3.18 1.80 1.80 47 34-33 46 3.8 
W.C. (mil.) ‘56—$172.8 
W.C. (mil.) ‘57—$167.1 
PENICK & FORD N.A,. N.A. N.A. N.A 70 74 2.64 3.13 1.65 1.70 363-2412 35 4.8 
W.C. (mil.) ‘56—$12.9 
W.C. (mil.) ‘57—$13.3 
PET MILK 48.0 45.1 PY 4 -66 -29 6.06 4.89 2.00° 2.00 6012-45 % 51 3.9 
W.C. (mil.) ‘56—$18.1 
W.C. (mil.) ‘57—$16.8 
PILLSBURY MILLS 162.7! 170.2! 1.3 1.4 2.25! 2.571 4.42 4.04 2.50 2.50 5634-39% 56 Cas 
W.C. (mil.) ‘56—$42.2 
W.C. (mil.) ‘57—$46.4 
STANDARD BRANDS 129.3 132.7 2.7 2.8 1.05 2.37 3.48 4.01 2.23 2.40 56 -37% 54 ae 
W.C. (mil.) ‘56—$ 95.6 
W.C. (mil.) ‘57—$101.4 
STOKLEY-VAN CAMP 75.2! 70.41 2.9 1.1 1.29! 31! 2.65 1.72 -90° -60 19%- 10% 15 4.0 
W.C. (mil.) ‘56—$41.3 
Ww. Cc. (mil. ) ‘57—$39. 8 
SUNSHINE BISCUITS 43.5 45.9 3.8 3.9 1.45 1.53 6.20 6.48 4.00 4.00 89 -65'2 86 4.6 
W.C. (mil.) ‘56—$29.9 
w.c. (mil. ) ‘57—$30. 2 
UNITED BISCUIT 34.6 N.A,. 2.3 N.A 73 39 3.47 3.79 1.50 1.60 37 -25'2 32 5.0 
W.C. (mil.) ‘56—$16.0 
w.c. (mil. ) ‘37—$16. 7 
WARD BAKING N.A,. N.A. N.A. N.A. .06 .02 1.22 1.40 1.00 1.00 16%-11% 13 7.6 
W.C. (mil.) ‘56—$8.1 
W. C. (mil.) ‘57—$7. 7 
w. c. —Working capital. 3-9 months ended Dec. 31, 1956 & 1957. 
N.A.—Not available. 1—6 months ended Oct. 31, 1956 & 1957. 
5—6 months ended Dec. 31, 1956 & 1957. 
1—6 months ended Nov. 30, 1956 & 1957. 6—Plus stock. 
2—Year ended March 31, 1957 & 1958. 
General Mills: Excellent 1 record with diversification aiding « earnings. Some Pet Milk: ‘Earnings ‘should ¢ cross the $5. 00 + per "shore mark this year. Low 
dividend increase possible. (Al) dividend payment leaves ample room for increased payout. (B1) 
Gerber Products: Well entrenched baby foods producer. Increasing compe- Pillsb ills: Profi ; ; ; : : 
tition may slow earnings growth this year. Expect $1.80 in dividends. (B2 ieanende = Bonny: Snereing, Set aut GE qndanate. 
pin ag al lh oo flan nr dle allege Standard Brands: Earnings increases should continue, but recent debt 
inancing has led to more conservative dividend policy. Maintenance of 
Libby, MeNeill & Libby: Earnings have been weak for several years and $2.25 payment assured. (Al) 
in the first half of current year barely covered preferred requirements. Strict 
cost control measures may protect 10¢ quarterly dividend. (C3) Stokely-Van Camp: Dividend requirements were barely covered in first 
half but should be better covered in balance of year. Coverage will remain 
National Biscuit: Recently increased dividend bespeaks better times ahead slim however. (C3) 
for this aggressive producer. Another increase or extra seen. (Al) 

Sunshine Biscuit: Diversification and acquisitions aiding results. Still, 
en it coat tae del oe ae ee SS em growth is not adequate for increased dividends. (B1) — _ 
Penick & Ford: High return on invested capital has led to constant sales United Biscuit: Surprisingly bad first quarter cast shadow over dividend 
and earnings growth, Total dividends should rise again. (B1) payments. Second qvarter results must be watched carefully. (B3) 
RATINGS: : 1—Improved earnings trend. 

A—Best grade. C—Speculative. 2—Sustained earnings trend. 
B—Good grade. D—Unattractive. 3—Lower earnings trend. 
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yn their net worth each year. 
Industry Highly Competitive 


Despite this dynamic record of several companies, 
there is no attempt here to paint the food processors 
is a growth industry. It is true, however, that many 
»f the companies have performed considerably better 
han purely defensive issues, despite the exceptional 
‘ompetition that rules the industry. A point that is 
seldom realized by the outsider is that food proces- 
sors have an inordinately complex market to deal 
vith. For with the growth of the supermarket, com- 
yetition for the consumer’s dollar can only begin 
ifter a product has won a place on the supermarket 
shelves. And anyone familiar with the crowded 
lisplay of goods in today’s shopping centers is aware 
hat there is not much room for new products. In 
‘act, each year, one of the major chains reviews 
some 30,000 new products vying for shelf space, in 
which the vast majority are turned down. 

Because of this situation, the processors are forced 
to expend huge sums in price concessions, pictur- 
esque displays, and often outright subsidy just for 
the right to display their products. And all this 
high pressure is used in addition to the consumer- 
directed advertising required to differentiate essen- 
tially similar products. New product development, 
under these conditions, becomes an extremely risky 
and costly business. And yet, the innovation record 
is a good one. 

In the last twenty years, for example, the con- 
sumption of fresh fruits has declined over 30 per 
cent, while canned fruit consumption has risen by 
50 per cent and canned fruit juices by over 200 
per cent. For vegetables the picture is not so spec- 
tacular, but still there has been a modest decline 
in the amount of fresh varieties consumed while 
canned items have jumped almost 50 per cent. 
Frozen foods are too new to warrant long range 
comparisons but a stroll through any supermarket 
is sufficient evidence of the enormous inroads made 
on the fresh foods market. 

Interestingly enough the relative stability of food 
prices combined with ever-increasing efficiency in 
the production of canned items has led to a steady 
lowering of the price level, so that today canned 
goods cost almost 50 per cent less to produce, on 
average, than they did in the late thirties. Distri- 
bution costs, of course, have raised the price for 
the poor consumer. 


Slim Profit Margins for Canners 


Despite this picture, stiff competition combined 
with other factors has kept profit margins on the 
narrow side for most canners. Crop yields vary 
widely from year to year, and since most buying is 
done on a contract basis from basic producers, in- 
ventories vary from skimpy in lean years to over- 
flowing in lush periods. This built-in instability is 
the greatest source of trouble to the industry. 

By contrast, the baby foods industry, which rep- 
resents one highly specialized branch of the process- 
ing group, has been favored by better than average 
returns for its endeavors. The reason is basically 
simple. Competition is less severe because the major 
producers have cut out relatively independent geo- 
graphic markets for themselves. Thus Gerber Prod- 
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ucts controis apout 80 per cent of the baby foods busi- 
ness on the west coast while Beech-Nut dominates the 
Northeastern part of the U.S. 

The suit being brought by Gerber and Heinz to 
stop Beech-Nut from underselling them in the west 
(Beech-Nut has about 7 per cent of west coast 
business) indicates that this situation may be chang- 
ing, however. With room for growth limited in their 
respective markets, the principal producers are now 
attempting to make inroads in other territories. 
The result may well be a competitive struggle akin 
to the rest of the food processing industry. 


Corn Refiners Continue Upward Trend 


As in past recessionary periods, the corn refiners 
are demonstrating the stability of their profits struc- 
ture. In 1957, the increase in demand for packaged 
goods more than offset the decline in industrial uses 
for cornstarch, leading to a good earnings year for 
the major companies. Much the same situation is 
expected for 1958, especially since good corn crops 
are anticipated, providing an ample supply of cheap 
raw materials. 

In contrast to the canning industry, competition 
is less keen for the corn refiners since the huge 
capital outlays required, discourage “fly-by-night” 
entry into the field. As a result, the companies have 
been able to concentrate on more efficient produc- 
tion methods while gradually broadening their 
markets. Since 1950, profit margins have widened 
considerably as research has discovered more uses 
for corn, and as operational improvements have 
taken hold. 

Perhaps the best indication of the favorable out- 
look for the corn refiners is the fact that Corn 
Products Refining has raised its dividend twice in 
the last year, placing the stock on a $1.80 basis. 
In 1957, despite a drop in industria] demand for its 
products, the company nevertheless managed to 
score a 10 per cent increase in sales and a 4 per 
cent rise in net earnings. Heavy promotional ex- 
penses for new consumer items cut into net earn- 
ings but in the current year greater rewards from 
these efforts should be forthcoming. Even in the 
first quarter of this year, which witnessed an excep- 
tionally low level of industrial activity, Corn Prod- 
ucts earnings were moderately better than the year 
earlier. With a better situation expected for the 
balance of the year, full year results should top 
$2.75 per share compared with $2.52 last year, in- 
suring the payment of the $1.80 dividend—maybe 
more. 


Low Wheat Costs to Aid Millers 


The nation’s major milling companies have gen- 
erally been held in high investment regard because 
of their resistance to economic swings and their 
conservative capital structures. General Mills and 
Pillsbury rule the roost, with General taking honors 
for overall performance. This year, as a matter of 
fact, looks like an excellent one for both companies 
since huge wheat crops and lower prices are doing 
wonders for profit margins. In the first six months 
of fiscal 1958, for instance, General scored a record 
7.5 per cent return on sales while net per share 
jumped appreciably to $2.59 from $1.97 a year 
earlier. (Please turn to page 497) 
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Investment Position of 
Tee TOBACCOS TODAY 


By Walter Untermeyer, Jr. 


LTHOUGH investor sensitivity to cancer corre- 
lations has been dulled, tobacco stocks are far 
from immune to further pressure. Tobacco stocks 
in fact, were weak only recently owing to advance 
publicity on the contents of a report that has since 
been presented at the seventh International Cancer 
Congress in London by Dr. Harold F. Dorn, Chief 
Statistician for the National Institute of Health. 
This report summarizes the mortality experience of 
200,000 policy holders of United States Government 
life insurance from July 1954 to December 1956. The 
report states among other conclusions that the death 
rate from all causes of persons who have used tobacco 
is 32% greater than that of persons who have never 
smoked, with the highest death rate among cigarette 
smokers being 58% greater than the rate for non- 
smokers. Pipe and cigar smokers fare relatively well 
in that only the heaviest users of cigars and pipe 
tobacco experience a significant increase in total 
mortality over non-smokers. Tobacco stocks also suf- 
fered a sinking spell towards the end of April when 
an inkling of the eventual publication of this report 
was let out of the bag by one of the representatives 
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of the Bright Belt Warehouse Association in Raleigh, 
North Carolina, coupled with the rumor of the 
Nation Health Institute’s planning to go around the 
country lecturing to schol children on the dangers of 
smoking, thus throttling the habit in teenagers before 
it became ingrained. 

Tobacco men take a brighter view. Their Industry 
Research Committee still maintains that there has 
been no “scientific evidence beyond reasonable doubt” 
linking cigarette smoking and lung cancer. The cause 
of cancer is still unknown. Only isolation of the 
carcinogenic agent would be proof-positive at which 
time steps may be taken for its elimination. Hopes 
for industry-wide prosperity are sustained by the 
figures that during the month of April, the latest 
period for which statistics are presently available, 
cigarette shipments rose to an all time high, 10.9% 
above April of 1957. Furthermore, total shipments 
for the first four months of April 1958 are 2.6% 
ahead of the comparable period last year. It is for- 
tunate for the cigarette industry indeed that the 
public is placing its confidence in filters rather than 
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Position of Leading Tobacco Companies 











W.C. (mil.) ‘56—$16.4 
W.C. (mil.) ‘57—$16.9 


AMERICAN TOBACCO ... $254.7. $247.0 4.1 4.8 1.44 
W.C. (mil.) ‘56—$566.5 
W.C. (mil.) ‘57—$566.3 





BAYUK CIGARS 7.7 7.5 2.5 2.0 -26 
W.C. (mil.) ‘56—$22.1 
W.C. (mil.) ‘57—$18.4 





CONSOL. CIGAR 17.7 16.6 3.2 3.2 75 
W.C. (mil.) ‘56—$38.1 


W.C. (mil.) ‘57—$38.3 


GENERAL CIGAR 10.8 
W.C. (mil.) ‘56—$29.3 
W.C. (mil.) ‘57—$29.4 





HELME, G. W. N.A. N.A. N.A. N.A. -46 
W.C. (mil.) ‘56—$13.5 


W.C. (mil.) ‘57—$11.3 


LIGGETT & MYERS 
W.C. (mil.) ‘56—$328.9 
W.C. (mil.) ‘57—$456.4 





132.5 124.0 4.1 4.8 1.29 





LORILLARD (P.) ‘ 48.1 104.0 2.4 5.3 -36 
W.C. (mil.) ‘56—$110.2 


W.C. (mil.) ‘57—$109.8 





PHILIP MORRIS 95.2 99.3 3.1 3.0 -88 
W.C. (mil.) ‘56—$139.9 
W.C. (mil.) ‘57—$141.2 


REYNOLDS TOB. —_" 236.6 254.4 64 6.6 1.25 
W.C. (mil.) ‘56—$463.5 

W.C. (mil.) ‘57—$466.6 

U. S. TOBACCO 6.3 7.9 9.8 10.8 +32 
W.C. (mil.) ‘56—$7.2 


W.C. (mil.) ‘57—$7.6 


l—Indicated 1958 rate. 
*—Plus stock. 


W.C.—Working capital. 
N.A.—Not available. 


—______———- Ist Quarter- — —__—_——_§—Fvyll Year—____—_ 
Net Sales Net Profit Net Per Earned Per Dividend Per 
Margin Share Share Share Price Range Recent Div. 
1957 1958 1957 1958 1957 1958 1956 1957 1956 1957 Price Yield 
(Millions) % % 
AMERICAN SNUFF N.A. N.A. N.A. N.A. $1.16 $1.63 $4.05 $4.51 $2.80 $3.00! 56 -39'2 53 5.6% 


1.70 7.45 8.28 5.00 5.00 


-22 1.79 1.96 1.00 1.00 


69 3.86 4.24 -80- 1.40! 347%@-25% 31 4.5 
1.07 4.04 5.62 1.50 2.00! 52%4-35 51 3.9 
-61 1.68 2.30 1.70 1.70! 305¢-22% 29 5.8 


44 6.39 6.85 5.00 5.00 


-90 1.34 3.79 1.20 








89 42-69% 88 5.6 


2052-15 5% 19 5.2 


73%2-62% 71 7.0 


2.75! 70 -15% 66 4.1 


-82 4.06 4.50 3.00 3.00 55 42-38% 52 5.7 


-64 5.91 6.15 3.10 3.60! 78 -52% 74 4.8 


45 1.47 1.73 1.20 1.20 3212-17 27 4.4 


























abstemiousness. Trade sources continue to estimate 
total 1958 sales as 425 billion units versus last year’s 
peak sales of 410 billion cigarettes, 50% of which 
will be filter tips versus last year’s 40%. The battle 
of the filters was joined last July when the Reader’s 
Digest wrote a widely disseminated article about the 
cigarette industry, tabulating the results of a study 
(on the tar and nicotine content of leading brands 
of both plain and filter tip). This study was made 
for them by a firm of consulting chemists and engi- 
neers. There was a follow-up in the month following. 
The impact was enormous. The public, confused for 
years over the conflicting claims of the advertisers, 
now had some supposed facts on which to hang its 
hat. Kent cigarettes, whose filter was said to have 
admitted the smallest tar and nicotine content, sud- 
denly started to boom. The articles also implied high 
tar and nicotine content came from the use of the 
cheaper burley rather than the premium priced, 
milder, flue cured tobaccos. In defense of the man- 
agement of the other major cigarette companies, it 
must be said that Lorillard’s good fortune to have 
been leader in high filtration at the time of release 
of this bombshell, was a combination of good luck 
and salesmanship. 

Lorillard’s sales had been slipping and the com- 
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pany was steadily losing position in the industry for 
several years. Just as American Motors has espoused 
the small car, Lorillard had found something differ- 
ent to push. Nevertheless, due credit must be ac- 
corded Lewis Gruber, Lorillard’s brilliant president 
and then general sales manager, for capitalizing to 
the utmost on this break. Filtration was Mr. Gruber’s 
baby. Through his efforts Lorillard had snatched 
highly filtered Kent from its initial failure in 1952 
when Kent’s overly tight filter removed most of 
everything from the cigarette including the sensa- 
tion of smoking. But Gruber’s super-salesmanship 
turned the tide after the release last year of the 
Reader’s Digest story. He immediately cut the price 
of the Kent from a premium to a popular price filter, 
stepped up promotion and enlarged channels of dis- 
tribution. Defying many of the experts who thought 
Lorillard’s wild rise would prove to be a flash in the 
pan soon to be eclipsed by the major leaguers, 
Lorillard has continued to grow and capture an ever 
increasing share of the market. Other cigarette 
companies were slow to follow suit, believing that 
what the public wanted in a cigarette was not health 
protection, but taste. For instance, ‘““Winston tastes 
good like a cigarette should.” 

Their filters in many cases were not as good as 
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the comparable brand of plain tips. This year con- 
sumer demand may necessitate changes. Among the 
major companies, Philip Morris threw its hat in the 
ring earlier in the year with the new Hi-fi Parlia- 
ment which is believed to be selling quite success- 
fully. American Tobacco has more recently improved 
the filter on its Hit Parade. According to another 
article in the July 1958 issue of the Reader’s Digest, 
filter tips rate as follows in tar filtration: Kent, first, 
and Hit Parade, second. For effective nicotine re- 
moval King Sano is first, Kent, second and Hit Parade 
third. 

High filtration based on scientific studies rather 
than on wild advertising claims is thus the sales 
pitch of today. If the trend persists, and we assume 
it will, there will be further changes with each cigar- 
ette vying for development of a better product. 

Meantime, the cigar industry, not subject to the 
same vicissitudes as cigarette companies, has been 
growing also at a steady but uninspiring pace. In- 
dustry reports that tax paid removals on cigars indi- 
cates a 4% increase for the month of April 1958 
over the comparable month last year. 

Although the cigar business does not have the 
same immunity to recession enjoyed by the cigarette 
companies, profit margins are improving through the 
use of homogenized tobacco binders permitting the 
modernization of machinery and manufacturing 
methods. Industry sources estimate a minimum 2% 
gain in cigar consumption over the year previous. 
Even the antiquated habit of the use of snuff is ex- 
pected to show some slight improvement over last 
year of around 2%. It will come as a surprise to 
many unacquainted with the extent of the snuff in- 
dustry that some 4 million Americans have the habit. 
Its popularity is in situations where smoking is 
either forbidden or dangerous such as in some type 
of _a mining, petroleum and forestry 
work. 

As a group, the major cigarette companies appear 
historically cheap. Most of them at the present time 
are selling at an approximate 10 times 1958 earnings 
in contrast to around 12 times 1957 earnings, 11 
times the 1947-1950 earnings and around the 14 P/E 
ratio which tobaccos used to enjoy before the war. 
Granted the cancer element deprives the group of 
an element of stability, tobacco stocks, nevertheless, 
seem historically cheap when compared with most 
groups which are selling at high historical P/E ra- 
tios even with the assumption of a bottoming out 
and gradual recovery of the economy. 

American Tobacco is the giant of the group with 
sales last year of $1,098 million. Volume last year was 
equal to 28 per cent of the total domestic market. 
Leading brand is Lucky Strike which is the second 
best selling non-filter cigarette. Company also ac- 
counts for about 70% of the king size market with 
Pall Mall occupying the nation’s top spot in this clas- 
sification. Although last year American Tobacco’s 
unit sales fell about 2%, company was able to raise 
earnings to $8.28 from $7.45 in 1956 because of a mid- 
year price hike in non-filtered cigarettes. Higher sales 
are anticipated for 1958 with a somewhat better profit 
picture due to a full year’s inclusion of higher prices. 
American Tobacco may improve its position with 
the inclusion of its superior filter in Hit Parade. 
Rumor has it that a similar remodeling process and 
a heavy promotional program is going to be un- 
leashed on present filter tip Herbert Tareyton. At its 
recent price of 88, selling around 10 times estimated 
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1958 earnings of $8.75 and yielding 5.6% on its $5.00 
dividend, American Tobacco seems like a solid in- 
vestment. 

Liggett & Myers’ Chesterfield regular size ranks 
third in its classification and Chesterfield king size 
occupies second place. Filter tip L & M holds down 
the third slot. Although company sales have shown 
some slight increase over the last decade, and 
around 1% over 1956, company has been a laggard 
in the industry, but is now making gains. Sales are 
expected to approximate last year and earnings may 
be slightly better than last year’s $6.85. At its recent 
price of 71, stock offers a generous 7.0% yield on its 
anticipated $5.00 dividend which is adequately cov- 
ered by probable $7.00 earnings. 

Lorillard, discussed in some detail earlier, is the 
most flamboyant and, no doubt, the most speculative 
of the group. Despite skepticism of some of the qual- 
ified tobacco men, Lorillard has continued to forge 
ahead and in the last quarter of 1957 overtook Philiy 
Morris as the fourth largest cigarette company, a 
position which it continues to enlarge upon. The 
phenomenal sales mushrooming of Kent has invigor- 
ated the entire line which also consists of Old Gold 
straights and filter tips, and Newport, a mentholated 
filter. In fact, Old Gold straights are recording sales 
gains in contrast to the general decline in sale of 
non-filters. Old Gold Straights received a great boost 
in the recent Reader’s Digest article which indicates 
they have shown the greatest improvement of an) 
of the non-filters since last year’s study, both 
from considerations of tar and nicotine elimination 
The 70 millimeter Old Gold Straight now ranks Ist 
among the plain tips for absence of tar and secon 
to Sanos for absence of nicotine, according to the 
magazine’s study. It must be inferred that such im- 
provement stems from superiority of quality and 
blend of tobaccos. Old Gold filter improvement since 
the 1957 study is second only to Hit Parade. Loril- 
lard earned $1.90 for the first three months of 1958 
and earnings estimates for the second quarter have 
been placed at anywhere from $2.25 to $2.75. Esti- 
mates for the year have been set as high as $10.0( 
unless company changes its accounting procedure t 
Lifo which could pare earnings down to around 
$8.00. Further depressant on Lorillard’s earnings 
might stem from additional equity financing either 
through sale of stock or convertible debentures, but 
management currently denies any such financing for 
1958. If Lorillard is able to maintain its impetus, it 
should tend to enjoy a P/E ratio closer to other 
majors in the industry. The 225% price rise since 
we favored it last year in this magazine at $20 : 
share seems to have discounted much of the earnings 
improvement. 

Philip Morris’ recent entry of its Parliament ciga- 
rette in the high filtration race heightens interest 
in the company. Hi-fi Parliaments were introducec 
last January, and while it is too early to establish 
results, sales are reported to be progressing quite 
satisfactorily. Philip Morris’ sales of its non-filter 
brand have been slipping generally, in line with other 
non-filter brands. Marlboro was the leader in pack- 
aging its cigarette in the hard cover, flip-top box. 
Recent studies indicating a preference on the par 
of men for the soft package have persauded the com- 
pany to package Marlboro in both types. Philip Morris 
is the only major company attempting to bolster sales 
by diversification. Last year company acquired Mil- 
print, a leader in flexible (Please turn to page 490) 
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A Fresh Reappraisal of the 


—BEVERAGE COMPANIES 
—Soft Drinks— Liquors 


— Earnings — Dividend Outlook to 1959 


By Josiah Pierce 


| ‘7 HILE the liquor and soft drink industries have 

in common some factors, such as dependence on 
consumer spending, they are essentially separate 
industries affected by their own particular problems 
under conditions existing today. 

It is true that the business recession, at least to 
date, has not caused the average consumer to mate- 
rially reduce his expenditures on most items that 
are in daily use, including the broad group of bev- 
erages. The sharp “‘cut-backs” in spending have been 
confined largely to high priced consumer durable 
goods, such as automobiles and appliances. Never- 
theless, the liquor industry has less depression-re- 
sistant qualities than the soft drink field in general, 
if only because of the fact that the price of its 
product to the consumer is much higher than the 
cost of carbonated beverage. 


Liquor Industry 


it is not without signficance that sales of liquor in 
the fourth quarter of 1957 were 5.7% lower than a 
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year previous, notwithstanding a comparative in- 
crease in sales for the first nine months of last year. 
On the one hand, extraordinary purchases were 
made in the final quarter of 1956, in anticipation of 
price increases early in 1957. On the other hand, the 
full impact of the business recession was not felt 
until the last three months of 1957. Thus, it would 
be difficult to believe that the recession did not con- 
tribute, perhaps materially, to reduced liquor sales. 
It is understood that sales of the distillers have con- 
tinued to be lower on a year-to-year basis through 
the first six months of 1958. 

With respect to prices of distilled liquors, the in- 
creases made early in 1957 were followed by con- 
siderable price shading late last year, as a result of 
competitive conditions. Large inventories and some- 
what reduced demand have brought about further 
price cuts in the first half of this year. 

If the general business recession has reached bot- 
tom or, at worst, is in process of leveling out, and 
again if some degree of recovery may be expected 
in the fourth quarter—two important “ifs”—then the 
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Statistical Data on Leading Distillers | 
| Full Years — ——Ist Quarter— 
FF Net Profit Net Per Dividend Per Earned Per 
Net Sales Margin Share Share Share 
1956 1957 1956 1957 Recent Div. 
——(Milliens)—_-_ % % 1956 1957 1956 1957 1957 1958 Price Range Price Yield 
AMER. DISTILLING $ 71.41 $ 76.21 1.8 1.9 $3.07! $3.44. $1.40 $1.60 $1.63" $1.85° 343%4-23% 34 4.7% 
W.C. (mil.) ‘56—$18.6 
W.C. (mil.) ‘57—$18.9 
BROWN FORM. DIST. 97.3° 91.49 2.6 2.6 1.979 1.879 -80° 80° = = 192-13 % 18 4.4 
W.C. (mil.) ‘56—$35.3 
W.C. (mil.) ‘57—$54.4 ; 
DIST. CORP.—SEAG’MS _ 732.1° 746.35 3.1 3.4 2.633 2.908 1.70 1.70 2.3519 2.2819 3412-23 % 29 5.8 
W.C. (mil.) ‘56—$317.0 
W.C. (mil.) ‘57—$315.7 
NAT. DIST. & CHEM. 543.1 538.5 3.7 4.2 2.04 2.05 1.005 1.00° 53 49 28 44-19% 24 4.1 
W.C., (mil.) ‘56—$211.2 
W.C. (mil.) ‘57—$224.9 
PUBLICKER INDUS. 159.5 140.5 lod. .005 d.12 6 6 4.04 d.33 9y¥e- 4% 8 - 
W.C., (mil.) ‘56—$81.9 
W.C. (mil.) ‘57—$74.5 
SCHENLEY INDUSTRIES 404.14 469.9! 2.8 2.3 1.934 2.334 1.00 1.00° 2.0019 2.2519 2434-165 24 4.1 
W.C. (mil.) ‘56—$271.3 
W.C. (mil.) ‘57—$291.9 
WALKER (H.)-G. & W. 370.9% 396.14 5.6 5.6 2.434 2.614 1.33 1.407 1.508 1.385 305¢-25'% 29 4.8 
W.C. (mil.) ‘56—$144.5 
W.C. (mil.) ‘57—$151.5 
W.C.—Working capital. 3—Year ended July 31. 7—Indicated 1958 rate. 
d—Deficit. 4—Year ended August 31. 8—6 months ended Febr. 28. 
1_Year ended Sept. 30. 5—Plus stock. 9—Years ended April 30, 1957 and 1958. 
2—16 months ended March 31. 6—Paid 5% stock. 10-9 months. 
Statistical Data on Leading Soft Drink Companies 
—- —-_____________ Full Years--—_________ _______ _-_ -Ist Quarter 
Net Profit Net Per Dividend Per Earned Per 
Net Sales Margin Share Share Share | 
1956 1957 1956 1957 Recent Div. | 
——(Millions)—- % % 1956 1957 1956 1957 1957 1958 Price Range Price Yield 
CANADA DRY $ 77.51 $ 86.0! 4.0 4.1 $1.51! $1.73! $1.60 $1.00 $ .63° $ .64? 1842-13 % 18 5.5% 
W.C. (mil.) ‘56—$18.1 
W.C. (mil.) ‘57—$20.1 
COCA-COLA 273.2 N.A. 10.6 N.A. 6.89 7.07 5.00 5.00 1.24 1.99 1182-95 118 4.2 
W.C. (mil.) ‘56—$ 97.1 
W.C. (mil.) ‘57—$105.1 
DR. PEPPER 11.9 11.0 6.6 4.2 1.19 70 -60 -60 ol 05 11%- 8 WW 5.4 . 
W.C. (mil.) ‘56—$2.8 
W.C. (mil.) ‘57—$2.7 
HIRES (CHAS. E.) 9.5! 9.61 4.0 2.7 1.00! 691 -60 -60 d.51 d.51 12e- 8% 12 5.0 
W.C. (mil.) ‘56—$4.4 | 
W.C. (mil.) ‘57—$4.5 
NEHI CORP. 15.8 N.A 8.3 N.A 1.34 1.19 -80 .80° -21 -13 16%-13 13 6.1 | 
W.C. (mil.) ‘56—$4.1 } 
W.C. (mil.) ‘57—$3.6 
= # : — ' ci ies cS ig area ee rari ee ti 
PEPSI-COLA 97.0 120.3 9.1 7.9 1.50 1.61 1.00 1.204 -25 -26 25 4e-16% 24 5.0 } 
W.C. (mil.) ‘56—$17.4 | 
W.C. (mil.) ‘57—$14.3 
W.C.—Working capital. 1—Year ended Sept. 30. 3—Plus stock. _ 
N.A.—Not available. 2—6 months ended March 31. t—Indicated 1958 rate. 
Company Ratings 
Distillers Rating Soft Drinks Rating 
American Distillers c-1 Canada Dry Corp. B-2 
Brown Forman Distillers c-3 Coca-Cola Co. A-2 
Distillers Corp.-Seagrams B-2 Dr. Pepper Co. c-2 
National Distillers B-2 Hires (Charles E.) c-2 
Publicker Industries D-3 Nehi Corporation c-3 
Schenley Industries B-1 Pepsi-Cola B-2 
Walker (Hiram)-Gooderh. & W. B-2 
RATING KEY: 1—improved earnings trend. 
A—Best grade. C—Speculative. 2—Sustained earnings trend. 
B—Good grade. D—Unattractive. 3—Lower earnings trend. 
ae — = 
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distilling industry could look forward to an improve- 
ment in volume in the last half of 1958, which would 
include the seasonally large final three months (with 
the Xmas and New Year trade). 

However, regardless of volume, the price struc- 
ture is an important factor in determining profits. 
As of the first of this year, there were 146 million 
gallons of whiskey in bonded warehouses, which 
were distilled in 1950-51 and thus will reach 8 years 
of age in 1958-59. When liquor has been in bond for 
96 months, the law requires the distiller to either 
pay the $10.50 per gallon Federal excise tax, or to 
export, redistill or destroy the liquor. The export 
market for American whiskey is very limited, and to 
redistill or destroy it would be costly. Thus, under 
existing law, the distiller is in effect forced to dump 
the whiskey on the market, in order to pay the tax, 
regardless of demand for liquor at the time. On the 
other hand, Canadian distillers have the advantage 
of no time limit as to keeping liquor in bond. 


Pending Legislation 


There is pending in Congress a bill, which would 
extend the bonding period from the existing 8 years 
to 20 years. Even if eventual legislation takes a more 
moderate form, such as extension for a fewer num- 
ber of years, it would relieve American distillers of 
the requirements of the present law and thus benefit 
the price structure. Most members of the liquor in- 
dustry favor extension of the bonding period, al- 
though there is still some controversy over the 
provision that would make it retroactive. It has 
been argued that retroactivity would give a competi- 
tive advantage to one or two large distillers with 
particularly heavy stocks of aged liquor. 

The Senate Finance Committee is scheduled to 
begin hearings soon on the proposed Excise Tax 
Technical Changes Act, which would extend the 
period for holding bonded liquor. But with this 
session of Congress approaching an end, it remains 
to be seen what will be accomplished prior to ad- 
journment, although members of the industry are 
still hopeful of receiving some legislative relief. 


Schenley Industries 


Schenley Industries, one of the leading distillers and 
a producer of wine, beer and pharmaceuticals, re- 
ported earnings of $2.25 per share for the 9 months 
ended May 31, 1958, compared with $1.85 a year 
previous (after adjustment for small stock divi- 
dends). However, recent earnings were aided by a 
$900,000 (19¢ per share) tax loss carry forward of 
Park & Tilford, which was merged into Schenley on 
March 26, 1958. The company stated that it has 
obtained the benefit of public preference this year 
for straight whiskies, which consumers are buying 
in greater volume than blended whiskey. If the 
present rate of consumption continues, the company 
predicts that straights will outsell blends by several 
million gallons this year. The increase in straights 
is partly due to development of light, smooth straight 
bourbon whiskies creating a taste preference. It is 
generally known in the trade that Schenley has large 
stocks of whiskey in bond, which are becoming 8 
years of age this year. If there is no change in 
existing law, the company will have to pay the 
$10.50 per gallon Federal excise tax on this whiskey, 
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which will thus be forced on the market. However, 
if new legislation is passed allowing a longer period 
in bond, then Schenley would have the advantage of 
selling this whiskey gradually, in line with consumer 
demand and, in all probability, at better prices. 

Primarily, Schenley is a manufacturer of whiskey, 
with by far the greater part of sales derived from 
this product. Nevertheless, the company has been 
able to diversify its business to a considerable ex- 
tent. Its Blatz Beer division has been showing good 
gains in sales. It imports and distributes Scotch 
whiskies, liqueurs, Canadian Whiskey and rum. It is 
active in domestic wines. It produces certain phar- 
maceuticals. However, the company has not as yet 
benefited materially in earnings from its diversifica- 
tion program. 

For the fiscal year ended August 31, 1957, earn- 
ings amounted to $2.33 per share (adjusted for 
stock dividends). In the current fiscal year, earnings 
should exceed the 1957 results, as indicated by the 
report for the 9 months ended May 31st. However, 
the final figure for this year will be determined by a 
number of factors and thus can not be estimated at 
this time. The $1.00 per share annual cash dividend 
is well secured. Also, a 2.5% stock dividend was paid 
on August 28, 1957 and a 5% stock dividend on 
February 10, 1958. 


National Distillers & Chemical 


National Distillers & Chemical: for the 3 months 
ended March 31, 1958 (the first quarter), the com- 
pany reported earnings of 49¢ per share, as against 
53¢ a year ago. Although sales were 22% lower than 
in the first quarter of 1957, earnings after taxes 
declined only 5%. This was due, in part, to lower 
charges against income in the recent quarter. 

The company is the second largest factor in the 
domestic liquor industry. It has been undergoing a 
steady transition, as a result of its increasing par- 
ticipation in chemicals. Activities in chemicals are 
represented by the wholly owned National Petro- 
Chemicals Corp. and the U. S. Industria] Chemicals 
division. In December 1957, the company acquired 
the 40% interest in National Petro-Chemicals owned 
by Panhandle Eastern Pipe Line for 1,500,000 shares 
of its own stock, thus bringing its ownership to 
100%. Last year, chemicals represented 38% of 
National Distillers’ operating profits, compared with 
only 12% as recently as 1955. Thus, its dependence 
on the liquor industry has been greatly reduced. 

The company is active in three important chemical 
fields—petrochemicals, heavy chemicals and special 
metals. It is the third largest producer of polyethy]- 
ene, and is an important factor in metallic sodium, 
ammonia and nitrogen chemicals. It owns a one- 
third interest in AFN, Inc., maker of boron-based 
high energy fuels, and a one-third interest (plus 
about $13,000,000 debentures) in Mallory-Sharon 
Metals, a producer and fabricator of rare metals. 

National has a strong position in straight whis- 
kies and it is enjoying the current public preference 
for straights, rather than blends. Its leading brands 
are represented by well-known trade names. The 
company also imports and distributes Scotch whis- 
kies and rum. 

For the year 1957, earnings amounted to $2.05 
per share. Present indications, including the price 
structure in the liquor (Please turn to page 492) 
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THE SUGAR INDUSTRY 


By Marius Jalet 


he outlook for various segments of the sugar 

industry has changed materially since our last 
review. Because of the international ramifications 
involved in the make-up of the industry, as well as 
in its earnings prospects, the various segments must 
be analyzed almost separately, but still against the 
international background. 


The Broken Bubble 


The most important development in the industry 
in the past twelve months has been the decline in 
the price of raw sugar in world markets. Few com- 
modities are so sensitive to international crises of 
all kinds as the world sugar industry. The specula- 
tive boom originally touched off by the Suez crisis, 
and fanned by poor crops in various parts of the 
world, began to come apart after mid-1957. From a 
level of approximately 6.12 cents a pound, quoted in 
June 1957, raw sugar for delivery in world markets 
has declined steadily to its present level of about 
3.40 cents a pound. At this time, prices of world 
sugar show little disposition to get up off the floor, 
with two factors behind the extended drop. 


The Old Story 


One of the principal factors in the decline has 
been a relatively sharp gain in world production 
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brought about by the boom in sugar prices. It was 
a sweet deal while it lasted. But at this time top 
level opinion is that world sugar supplies for the 
current year have caught up with and passed cur- 
rent consumption requirements. The most impres 
sive statistical data supporting this premise is the 
estimate by the U.S. Department of Agriculture that 
total world production of centrifugal sugar for the 
1957-8 season will be 50,070,000 short tons, a new 
high record and a gain of 4,327,000 tons or approxi- 
mately 9.5% over 1956-57 production. This was one 
of the sharpest gains in recent years. 

The pattern of this gain is also of some interest 
The principal increase was in European production, 
which was up more than 16%. This accounted for 
over half the gain in world production, and more 
than offset declines in the Hawaiian and Puerto 
Rican yields. Undoubtedly this has been a major 
factor in the decline in prices. 

The other factor was the easing of world tensions 
and less panicky buying by major consumers, specu- 
lators, and other trade interests. To say that the 


present world situation contains no implications for 


the sugar industry is to ignore the swords in Le 
banon, already half-drawn. Few analysts would pre- 
sume to have all the answers to the frightening ques- 
tions in the Mid-East. This being the case, it is in 
order to observe that future earnings of those off 
shore sugar producers, that depend so heavily o1 
world markets, may not be decided in Washington, 
or Havana, or San Juan. It may be decided in Cairo 
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The Cuban Cup .. . Bitter-Sweet were increased; there was no general strike; the 

cane grind started early; and is now about com- 

It is the Cuban segment of the industry that seems pleted. Preliminary data indicate that the total grind 

likely to make the poorest showing in earnings for of 5.5 million Spanish tons has been made without 

the current crop year; the fiscal year ending Septem-_ difficulty. (Last year’s grind—which was unrestricted 
ber 30, 1958. Early in January 1958, the Cuban Gov- —totalled 5,504,576 tons). 

ernment decreed a grind of 5.5 million Spanish long Output of the trading producers should equal last 

tons. The “all-out” war on the Batista regime year’s tonnage, while their quotas in the United 

(crisis . . . erisis, everywhere) planned by Senor States market have been increased slightly to offset 

Castro has so far been rather ineffectual. Wages deficiencies in the Puerto (Please turn to page 494) 









































| Statistical Summary of Sugar Companies 
— Net Sales Net Profit Margin Earned Per Share Dividend Per 
\ Fiscal Fiscal Fiscal Share Price Range Recent Div. 
| 1956 1957 1956 1957 1956 1957 1956 1957 1957-1958 Price Yield 
\ | Cuban-Dominican Producers 
| CUBAN AMER. SUGAR $ 51.6! $ 56.8! 5.2% 5.3% $3.30! $3.66! $1.25 $1.75 305-17 4 25 7.0% 
| W.C. (mil.) ‘56—$14.7 
| W.C. (mil.) ‘57—$14.2 
} ss = actin in = _ 
| CUBAN ATLANTIC SUGAR 71.3! 86.1! 4.6 72 1.64! 3.16! 1.00 ‘ 252-16 % 20 - 
\ | W.C. (mil.) ‘56—$25.9 
W.C. (mil.) ‘57—$28.1 
FRANCISCO SUGAR 10.3- 15.0- 3.5 6.7 1.06- 2.87- -25 .60 17“%4- 8 W 5.4 
W.C. (mil.) ‘56—$1.4 
W.C. (mil.) ‘57—$1.6 
MANATI SUGAR 10.4% 13.7% 2.6 5.7 .62° 1.76° = 45 10 - 4% 7 6.4 
W.C. (mil.) ‘56—$3.0 
W.C. (mil.) ‘57—$3.1 
VERTIENTES CAMAGUEY 17.3! 24.7! 7.1 14.3 -86! 2.45! -86 2.43 14%2- 8% 12 20.2 
| W.C. (mil.) ‘56—$8.3 
W.C. (mil.) ‘57—$10.2 
| WEST INDIES SUGAR 29.71 33.4! 3.9 17.3 1.15! 5.76! 1.00 758) 73-41% 58 1.2 
| W.C. (mil.) ‘56—$28.9 
W.C. (mil.) ‘57—$49.7 
Puerto Rican Producers 
vas CENTRAL AGUIRRE SUGAR 14.4 16.8 9.4 10.8 1.82 2.45 1.40 1.40 230 «-17'2 19 7.3 
t ‘ W.C. (mil.) ‘56—$8.0 
re | W.C. (mil.) ‘57—$8.8 
e | —_ ee - _ - —— — ee —— - _ — _ 
ur- | FAJARDO EAST. SUGAR 13.1! 11.0! 1.8 3 .68! -10! .80 9 2256-12% 14 — 
. | W.C. (mil.) ‘56—$4.2 
hn | W.C. (mil.) ‘57—$3.2 
Ce ‘i Sees eeniess emer 5 - ena — — 
hat | SOUTH P. R. SUGAR 34.5! 43.0! 9.0 13.6 2.67! 5.36! 1.90 2.00!9 3534-2412 26 7.6 
the | W.C. (mil.) ‘56—$10.6 
‘ W.C. (mil.) ‘57—$5.5 
lew | = — ——__—_—_—— — — —_— 
)xi- | Beet Sugar Refiners 
one AMER. CRYSTAL SUGAR 57.3° 59.8° 3.0 2.5 4.06" 3.45° 1.20 1.6019 3912-28 35 4.5 
W.C. (mil.) ‘56—$18.2 
est | WAC. (mil.) ‘57—$18.8 
on, GREAT WESTERN SUGAR 80.3° 93.5 6.2 65 2.19% 2.82° 1.45 1.60!" 2634-20 25 6.4 
for W.C. (mil.) ‘56—$37.3 
ore W.C. (mil.) ‘57—$38.6 
rto | HOLLY SUGAR 57.45 67.25 2.3 2.2 2.725 2.075 1.20 1.20 22%2-17% 20 6.0 
jor | W.C. (mil.) ‘56—$13.2 
W.C. (mil.) ‘57—$12.7 
ons Leading Cane Refiners 
-Ccu- 6 
the AMER. SUGAR REFINING 338.0 330.8 2.9 3.0 3.76 3.80 1.81 1.85!" 40 -22'2 29 6.3 
for W.C. (mil.) ‘56—$35.6 
Le W.C. (mil.) ‘57—$30.7 
yre- | NATIONAL SUGAR REFIN. 172.0 187.6 1.4 1.1 3.86 3.30 2.50 2.59 38 -29'2 36 6.9 
1eS- W.C. (mil.) ‘56—$14.4 
. in W.C. (mil.) ‘57—$14.2 
; in :; roa —_ 
off- W.C.—Working capital. Fiscal years ending: |—Sept. 30. “—Oct. 31. “—June 30. ‘—July 31. °—3/31/57 and 3/31/58. °—2/28/57 
on and 2/28/58. 7—Paid in 1958—$6.00 liquid. distrib. and 715/10,000 shs. Central Violetta Sugar for each share held. *—Plus 
partial liquidation plan with 46.5% of shares redeemed Feb. 28, 1958 at $73.85/sh. "—7/20 of a share stock dividend. 
ton, 10_Indicated 1958 rate. 
iro ae . -_ 
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Investment Dominated 

Familiar by now, the argument 
that this market is dominated by 
investment demand for Blue-Chip 
stocks, largely on the part of in- 
stitutional funds, is less than a 
half-truth. Total trading volume 
in institutional-grade equities is 
only a moderate fraction of aver- 
age daily turnover. It is more ac- 
curate to say that speculators 
have followed where investors 
led; and that the market has be- 
come progressively more specula- 
tive. Very few Big-Name stocks 
(whether or not they are Blue 
Chips) appear in the daily list of 
the 15 most active issues. The 
great majority of the latter are 
low-priced speculations; and they 
have recently been accounting for 
close to 20% of total daily Big- 
Board trading. Nor is that the 
full story. Some prominent stocks 
—for instance, Standard Oil (New 
Jersey) or General Motors—have 
huge share capitalizations. On a 
typical recent day Jersey was 
listed among the most active 
stocks on a turnover around 
1/70th of 1% of shares outstand- 
ing, while comparable ratios for 
various low-priced speculative 
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stocks—none suitable for institu- 
tional funds—ranged from around 
1% to as much as 6%. Without 
going into astronomical arith- 
metic, suffice it to say that rela- 
tive activity in a number of the 
latter is more than a hundred 
times that in Jersey. A specula- 
tive market is, or in no great 
time will become, a vulnerable 
market. The institutional funds 
have little to do with this; and 
the general public is not primarily 
responsible. Professional traders, 
and professional circulation of 
tips and rumors, are the biggest 
part of the story. 











Short Position 

At 5,795,105 shares, the mid- 
June short position reported b) 
the New York Stock Exchange 
was the largest since compilation 
and publication of such figure 
was initiated in May, 1931. But 
equivalent to less than three ses- 
sions of total trading volume, i 
was undoubtedly far under older 
levels when figured in relation to 
listed shares. Even so, it was 
2.29% of listed shares, which is 
the highest ratio since September, 
1949, when the market was about 
three months into a major an 
protracted upward trend. A siz 
able short interest is undeniably 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS t 











1958 1957 
American Electric Power 12 mos. May 30 $2.25 $2.09 
United Artists Quar. Mar. 29 59 53 
Carter Products, Inc. Year Mar. 31 2.18 1.74 \ 
Cudahy Packing Co. 6 mos. May 3 -67 37 | 
Illinois Power 12 mos. Apr. 30 2.02 1.90 | 
Ryan Aeronautical 6 mos. Apr. 30 1.90 1.28 | 
West Penn Electric Co. 12 mos. Apr. 30 2.22 2.08 

Wilson & Co. 26 weeks Apr. 26 1.50 1.00 
Emerson Radio & Phon. 26 weeks May 3 -08 -03 | 
Sun Ray Drug Co. Quar. Apr. 30 -26 -22 | 
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a potential cushion under the 
market. However, three things 
need to be noted: (1) short sellers 
are mainly professionals, smarter 
on average than amateurs; (2) 
despite the fact, there has been no 
reliable correlation between vari- 
ations in the short position and 
the subsequent trend of the mar- 
ket; and 43) we see no com- 
parison between the present 
market position and that of the 
late summer of 1949 when stocks 
were generally undervalued, and 
the greater part of the unprece- 
dented postwar catching-up boom 
in durable goods was still ahead. 


Bend Outlook 


The bond market, down mod- 
estly from recent best levels, is 
uneasy and uncertain. There has 
been recent conjecture whether 
the Federal Reserve was “think- 
ing about” reversing its easy- 
money policy. We think it is 
logical to expect neither a re- 
versal nor further credit-easing 
moves (aside from seasonal ad- 
justments)—until more light can 
be had on business prospects. If 
tie indications in the late 1958 
months suggest a firm start on 
economic revival, it becomes only 
« question of time before the Fed 
makes a gradual shift toward 
tighter money. On that premise, 
the low point in long-term inter- 
est rates has been put behind. 
On the other hand, if the expected 
fourth-quarter business upturn 
should prove to be pretty much of 
«a flop, some further easing in 
monetary policy would be likely. 


Income Stocks 

Good-grade income stocks have 
moved up substantially, in some 
cases widely, largely in reflection 
of shrinkage in bond yields, partly 
as a result of spreading confi- 
dence in the future; and the mar- 
ket as a whole has also had an 
assist from falling interest rates. 
In any event, the bloom seems off 


this rose. If bond yields hold on 
an even keel for a time and later 
start to point upward, income 
stocks have no basis for further 
rise excepting in the minority of 
cases where material gains in 
earnings and dividends can be 
expected in the not too distant 
future. If fourth-quarter business 
remains poor, disappointment on 
that count could easily outweigh 
the effects of possibly easier 
money both for most income 
stocks and for the market as a 
whole. Either way, future earn- 
ings and dividends figure to be- 
come a more dominant considera- 
tion, money rates a lesser in- 
fluence 


Utilities 

Although only moderately so, 
the electric and gas utilities have 
in many cases begun to feel the 
effects of the business recession 
on total sales, mainly as a result 
of reduced industrial loads. There 
has been some general tapering 
off or slowing down in longer- 
range expansion programs, as 
indicated by new bookings of 
companies engaged in utility con- 
struction or making utility equip- 
ment. Where boosts in utility 
dividends had been expected later 
this year, we note a tendency of 
managements here and there to 
inject a note of caution on the 
matter of timing. Income utilities 
primarily responsive to money 
rates probably have had most, 
and possibly all of their advance 
for at least some time ahead. If 
you are interested more in ap- 
preciation than in a continuing 
good return on investment costs, 
some profit taking seems in order. 
The long-pull case for growth 
utilities is no less impressive than 
it has been heretofore—but long 
pull is not now or next year. 
Popular growth utilities, like pop- 
ular industrial growth stocks, are 
richly priced and are not on a 
one-way street. They can react. 











Jacobs Co., F. L. 
Western Maryland Rwy. 
Dayton Rubber Co. 
United Shoe Machinery 
U. S. Plywood Corp. 
Macy (R. H.) & Co. 
Celotex Corp. 

Stevens (J. P.) & Co. 
National Airlines 
Dresser Industries 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1958 1957 
Quar. Apr. 30 $ .10 $ .27 
5 mos. May 31 2.96 5.49 
6 mos. Apr. 30 44 95 
Year Febr. 28 4.08 5.26 
Quar. Apr. 30 58 72 
13 Weeks May 3 -04 -18 
6 mos. Apr. 30 -24 1.42 
Quar. May 3 -32 59 
Quar. Mar. 31 53 1.44 
Quer. Apr. 30 41 1.09 
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Laggards 

Although the market still “‘looks 
good” at this writing, with the 
strong spots much more num- 
erous than the soft ones, there 
are plenty of stocks which have 
disappointed recent buyers—and, 
in many cases, earlier buyers too. 
Current behavior of the following 
issues compares unfavorably with 
that of the industrial average: 
Acme Steel, ACF Industries, Allis- 
Chalmers, Aluminum, Ltd., Ana- 
conda Wire & Cable, Arvin In- 
dustries, Atlas Powder, Babcock 
& Wilcox, Bath Iron Works, Beck- 
man Instruments, Bliss & Laugh- 
lin, Bridgeport Brass, Bucyrus- 
Erie, Chrysler, Clevite, Copper- 
weld Steel, Douglas Aircraft, 
Sun Oil, United Biscuit, Westing- 
house Electric, and Vanadium. 


Opinion 

Checking through the above list 
and taking marked-down prices 
into account, there is none which 
looks attractive to us for current 
buying. But neither do the great 
majority of the good performers 
which are at marked-up prices. 
That complicates matters for this 
department—but there are times 
when it serves readers best by 
waiting for better values to de- 
velop. Timing the top of a market 
swing, which amounts to judging 
just how far emotional excess will 
go, is difficult; but our feeling is 
that on, say, a three-month for- 
ward look, there is generally more 
risk in the market than there has 
been for some time. 


Comparison 

The stock of the biggest com- 
pany in an industry can in some 
instances be inferior to that of a 
smaller competitor. Wrigley, big- 
gest maker of chewing gum, is an 
example. Profit reached a peak of 
$6.30 a share as far back as 1949, 
with total dividends at $5. Net in 
1957 was $5.54 a share, dividends 
$4.50. The stock got to a high of 
10314 in 1955. It is now around 
87. Over the period 1949-1957, 
profit of American Chicle, second 
largest in its field, rose from $3.01 
a share to $5.62; dividends from 
$2.27 to $3.50; the stock from an 
average 1949 level around 39 to 
a recent new all-time of 8034. 
Around the latter level now, it is 
not cheap for new buying; but, on 
a long-pull view, a switch from 
Wrigley to Chicle makes sense, 
because Wringley is largely a 
stand-pat company and American 
Chicle is a go-ahead company. 
—END 
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THE TREND FORECASTER TR 
aT a fur 
INTERESTING TO NOTE —_ RELATIVE STRENGTH MEASUREMENT the 
The rise in industrial production 
line between 1956-57 was offset 
by economic decline in that —- > seracaonaone taamtanen 
period, accurately forecasting t pt te r canes: Reaneneoaton : MC 
heavy inventory accumulations. : poe = wo 
- — : _ -=3 un! 
aa EE! ES A) Fae on rat 
; 1949 y 19590 y  W5l yu 1952, 1953» 1999 J 1955 y 7 {1958 | ou 
Ww the many revolutionary changes in our economy. This we have done in our Trend Forecaster (developed 
. . . . . Ss . 
it was evident that various indicators previously used should over a period of several years), which employs those indicators in | 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to 
rately forecast developing business trends. most accurately project the business outlook. ma 
As can be seen from the chart, industrial activity in itself pas 
is 2 > id > si T4 c_the io z < > 
COMPONENTS OF TREND FORECASTER* is not a true gauge of the business outlook—the right answer alu 
ean only be found when balanced against the state of our 
| ] ag 123 | | ; economy. The Trend Forecaster line does just that. When it 
a } | =< | changes direction up or down a corresponding change in our 
118 a . a e Pu iN } economy may be expected several months later. 
17.3 f Leo” ra ay “=~ | 109.5 | The depth or height of the developing trend is clearly pre- 
rel an f " =. * ales | sented in our Relative Strength Measurement line, which re- Z 
2%] rs ] si — TN etent flects the rate of expansion or contraction in the making. When 
4.4). 2 i rt. —T particularly favorable indications cause a rise that exceeds 
' + Durable Goods 4” ts plus 3 for a period of time, a strong advance in general busi- 
348 ~ Hew Orders ca oer | ness is to be expected. On the other hand, penetration of 
~<a 113 minus 3 on the down side usually precedes an important con. 
333 “egenet te . traction in our economy. 
100.. Stock Prices *. og We believe that subscribers will find our Business Trend 
4 (MWS Index) 4 tees wma Forecaster of increasing usefulness both from the investment [| 
.¢ | SQ. (1925 Close-100 a 329 and business standpoints. 
3m" new indestrial [Soo TS i 
. . 4 | ”~ 4 4 
h Commodity Prices * | . Current Indications of the Forecaster 
peaia tig | Increasing strength has characterized the behavior of the 
Pace 824 9 9 
“7 2 component series of the Trend Forecaster in recent months. 
ao” a 
40.1 4 — Stock prices rose steadily throughout the second quarter, 
Average Hours Worked 39.4 and raw commodity prices rose in May and June. New orders | ° 
Hours per week in durable industries and new incorporations turned upward 
h 44.8 ==, | ay. a =, in May and business failures (inverted) improved. Housing 4] . 
: ~ / %\ i. 7 Sah’ wh 56.2 starts and nonresidential construction contracts rose in the § 
wf |- a 2 - F Vou , latest month and average hours worked continued to gain. The 
Sw l. _7 Relative Strengih Measure has risen sharply from the nega- 4 
Business Failures </ 
—Lishilitles (ition of Doliors) “ tive zone to the +1 area and the Trend Forecaster has had 
W9}.....% inverted) its first advance since 1956. , 
: aes | et 1.01 The behavior of the Trend Forecaster and its components in 
"TW Housing Starts TT \ i recent months has been definitely encouraging. The current | 
| | (Number: Millions +-1 level of the Relative Strength Measure suggests moder- 2 
155 | | | 1.58 ate business improvement later in the year. The behavior of the | 





series in the third quarter now deserves careful attention. Con- 
tinuation of the present rate of improvement would bring the 
Relative Strength Measure to the +-3 range, which is asso- 
ciated with widespread business strength. On the other hand, 
failure to reach this level would auger only a sluggish and 
probably short-lived betterment. 











Nonresidential Construction Contracts (a) 
Based BILLIONS OF ees ! | 1 4 K ] | a 
1 i 1 1 1 4 — —_ =o 


ee ¢eoneevvovt © Mmaeaeeanseoeaeoest?n-nae_s @ 


1956 1958 




















(*) —Seasonally adjusted except stock and commodity prices. 
(a) —Based on F. W.-Dodge data. 2 month moving average. In constant dollars. 
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CONCLUSIONS IN BRIEF 


PRODUCTION-rose slightly toward the close of the 
second quarter, but has turned stable in recent weeks. 
The industrial production index is likely to remain at 
a level of 126-128 during the summer, then rise mod- 
erately in the fall and early winter. 


TRADE—continues firm, with moderate strength in soft 
goods, and a slightly recovery in hard goods. No 
further improvement is likely until late fall, and even 
then it will be moderate. 


MCNEY AND CREDIT—ease continues to be the watch- 

word of Federal Reserve policy, and will continue so 

until business conditions turn clearly upward. Interest 
| rates to stay close to current levels probably through- 
out 1958. 


COMMODITIES—mixed trends continue, with softness 
in farm commodities, and stability in industrial raw 
moterials. Mid-year wage increases are not being 
passed readily into prices of such commodities as steel, 
aluminum, etc. 
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ULY 19, 1958 


T least part of the outlook for the last half of 1958 has 
now begun to take a more discernible shape. 

By far the majority of experienced analysts now look for 
an inconclusive third quarter, followed by a recovery of 
moderate dimensions in the fourth quarter. The big stimuli 
in the fourth quarter are now expected to be: 

1) a further advance of government spending, at federal 
as well as state and local levels. Measuring from the first 
quarter of 1958 to the last quarter, this increase is likely 
to amount to about $4 billion, at an annual rate, split about 
equally between national defense and local outlays for 
construction. (Rising federal payrolls in nondefense activity 
will also contribute to the advance.) 

2) a fairly sharp reduction in the rate of inventory runoff. 
According to present thinking, liquidation will continue in 
the third quarter, but the reduction in stocks will be con- 
centrated not in goods-in-process inventories, but in finished 
goods at both manufacturing and retailing levels. This is 
notably true of retail automotive inventories; assuming the 
present sales rate, stocks are likely to dwindle at a rate of 
close to 150,000 units a month in August and September. 
This should pave the way for a sharp turnaround in general 
inventory policy by November, at the latest. 

3) an expected rise in residential construction, now fore- 
shadowed in the rising rate of FHA commitments and VA 
appraisal requests. This uptrend is now coming a little too 
late to produce the seasonal bonanza of construction in the 
summer months — normally the big months for residential 
building. But it will produce a sharp rise in seasonally ad- 
justed starts in the early winter, as building climbs in those 
areas not seriously affected by weather. 

(Please turn to following page) 
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Essential Statistics 










































































































































































Latest Previous Year 
THE MONTHLY TREND Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION * (FRB) | 1947-'9-100 | May 127 126 144 

Durable Goods Mfr. 1947-'9-100 | May 134 132 160 

Nondurable Goods Mfr. 1947-'9-100 | May 125 125 131 

Mining 1947-'9-100 | May 110 109 130 

RETAIL SALES* $ Billions May 16.5 16.5 16.6 

Durable Goods $ Billions May 52 5.8 5.8 

Nondurable Goods. $ Billions May CP | 11.3 10.9 

Dep’t Store Sales. 1947-'9-100 | May 133 131 135 

MANUFACTURERS’ 

New Orders—Total* $ Billions May 24.7 24.5 28.4 
erable Goods $ Billions May 11.3 10.8 14.1 
Nondurable Goods $ Billions May 13.7 13.4 14.3 

Shipments* $ Billions May 25.1 24.9 28.6 
Durable Goods $ Billions May 11.7 11.5 14.3 
Nondurable Goods_____________| $ Billions May 13.4 13.4 14.3 

BUSINESS INVENTORIES, END MO.* | $ Billions May 87.0 87.6 90.6 

Manufacturers’ $ Billions =| May 51.0 51.5 53.9 

Wholesalers’ $ Billions May 12.1 12.2 12.7 

Retailers’ $ Billions May 23.9 23.9 23.9 

Dept. Store Stocks 1947-'9-100 | May 144 143 152 

CONSTRUCTION TOTAL___ $ Billions June 4.4 4.1 4.4 

Shine $ Billions June 3.0 2.8 3.1 
eae $ Billions June 1.5 1.4 V5 
All Other $ Billions June 15 1.4 1.6 

Housing Starts*—a Th d May 1,010 950 994 

Contract Awards, Residential—b_____ | $ Millions May 1,346 1,240 1,297 
All Other—b $ Millions May 2,056 1,444 2,103 

EMPLOYMENT 

Total Civilian Millions May 64.1 62.9 65.2 

Non-Farm Millions May 50.5 50.2 52.5 
Government Millions May 7.6 7.6 7.4 
Trade Millions May 11.3 12 11.4 
Factory Millions May 11.3 11.3 12.9 

Hours Worked Hours May 38.5 38.3 39.7 

Hourly Earnings. Dollars May 2.11 2.11 2.06 

Vasiliy Gassing: Dollars May 81.24 80.81 81.78 
PERSONAL INCOME* $ Billions May 344 343 343 

Wages & Salaries $ Billions May 234 233 238 

Proprietors’ Incomes. $ Billions May 52 52 51 

Interest & Dividends. $ Billions May 32 32 31 

Transfer Payments $ Billi May 26 26 22 

Farm Income $ Billions May 17 17 16 

CONSUMER PRICES 1947-'9-100 | May 123.6 123.5 119.0 

Food | 1947-'9-100 | May 121.6 121.6 114.6 

Clothing 1947-'9-100 | May 106.7 106.7 106.5 

Housing 1947-'9-100 | May 127.8 127.7 125.3 

| 

MONEY & CREDIT | 
All Demand Deposits* $ Billions | May 107.6 107.2 106.6 
Bank Debits*—g $ Billions May 80.3 81.3 84.6 
Business Loans Outstanding—c______._ $ Billions May 29.8 30.2 31.3 
instalment Credit Extended* $ Billions May 3.3 3.3 35 
instalment Credit Repaid* $ Billions May 3.4 3.4 3.3 

FEDERAL GOVERNMENT 
Budget Receipt: $ Billions | May 4.9 3.5 5.3 
Budget Expenditures. $ Billions | May 5.8 6.1 5.9 
Defense Expenditures. $ Billions | May 3.6 3.6 3.9 
Surplus (Def) cum from 7/1 $ Billions May (7.0) (6.0) (3.8) 


PRESENT POSITION AND OUTLOOK 





This part of the outlook is now a pretty 
good bet. Magazine of Wall Street's view 
of the upturn, however, remains caution- 
ary; it does not look for any vigorous re- 
covery in two other vital markets — con- 
sumer durables and capital goods. Nor 
does it expect the export market to blooin 
again. From the point of view of the 
general trend, all that can be counted 
on now is an upward direction, not a 
rapid return to boom. 


* * * 


STEEL—the delay in the expected general 
price rise in this industry is having special 
statistical consequences. In a few words, it 
has acted to prolong, for an unsual length 
of time, the hedge buying that appeared 
in late May. At the June production rate 
in steel, which climbed back to about 1.8 
million tons a week by late in the month, 
inventory liquidation virtually stopped. 
The July production outlook for steel hes 
been improved by the delay in the price 
increase, as hedge buying continues at a 
moderate rate. By the same token, the ex- 
pected pronounced turnaround in steel! 
demand in late 1958 may now be more 
moderate; in fact, if the price rise does not 
occur until September, the sudden end cf 
hedge buying may actually make the 
fourth quarter only very little better than 
the third quarter. As strategy for main- 
taining steel demand, the delay in the 
price increase thus has a very limited 
utility. It may buoy demand temporarily, 
but only at the expense of future 
business. 
* * * 


CREDIT BUYING — its still somewhat in the 
doldrums. In May, figures for which just 
became available, total instalment credit 


ments, on a seasonally adjusted basis. The 
rate of liquidation of instalment debt is 
now about $100 million a month, or about 
$1.2 billion a year. This compares with 
a net increase of close to $2 billion a year 
in the comparable period of 1957; the net 
swing-around of over $3 billion in the di- 
rection of the debt is, of course, a reflec- 
tion of the sag in the automobile market. 
However, it’s worth noting that the rate of 


ally fallen faster than the total market; 


on credit is running slightly below a year 
ago. 

* * * 
CORPORATE PROFITS—they still look 
anything but good. In late 1957, the 


profit rate for all corporations fell back 
almost to its level of late 1954; in the first 
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extensions were still running below repay- | 


instalment buying of new cars has actv- | 


the percentage of cars being purchcsed | 


quarter of 1958, it sank almost to the | 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
OOK In Billions of Dollars—S lly Adjusted, at Annual Rates ° : . 
ag : lowest point reached in the recession of 
pretty —1958— 1957 1954. The dividend payout has remained 
s view SERIES a A e ‘ol Pooch . l : almost unchanged from the high levels of 
. varter . 
ution- F __ i nese saber Dates a year ago; all of the brunt of the decline 
us re- | GROSS NATIONAL PRODUCT_____ 422.0 432.6 440.0 429.9 has thus far fallen on retained earnings. 
-con- | Personal Consump 281.2 282.4 283.6 276.7 In the first quarter, retained earnings in 
N Private D Invest 51.8 61.3 66.5 63.6 h f : li full e 
- Nor Net Fercign tavestment 15 20 32 41 the manufacturing sector fell fully 75% 
dlooin Government Purchases 87.5 87.0 86.7 85.6 below a year ago. 
f the Federal 49.5 49.7 50.6 50.3 The corporate financial picture is not 
unted eee 88 37.3 36.1 35.3 all as dark as the profits figures alone 
not a | persONAL INCOME 342.5 345.5 346.9 338.3 might suggest, however. Liquidity is being 
Tox & Nontax Payments | 42.4 43.4 43.6 42.2 restored by continuing rises in deprecia- 
D sposable Income 300.1 302.1 303.3 296.1 . id runoff 
Consumption Expenditures 281.2 282.4 283.6 276.7 tion allowances, and by the rapid — 
sneral Personal Saving—d | 18.9 19.8 19.7 19.5 of inventories (resulting in a cash throw- 
pecial off). In addition, the heaviest tax payments 
eee ee ee | 37.5 41.8 43.9 of calendar 1958 are now out of the way; 
ond Curporate Taxes | 19.1 21.3 22.4 d " b 
ength Corporate Net Profit 18.3 20.4 215 and money is now easily come by, at 
eared Dividend Payments. 117 12.6 12.4 relatively reasonable rates. 
n rate R-tained Earnings. 7.8 9.1 : 2 
ut 1.8 | PLANT & EQUIPMENT OUTLAYS_____ 32.4 36.2 37.8 36.9 
nonth, : RETAIL TRADE-— it’s still running stronger 
pped. |] THE WEEKLY TREND than might have been expected even a 
el hes Week ce Cote Yar few months ago. In April and May, the 
price Unit Ending Week Week Ago sales rate was around $16.5 billion a 
sataij— r caspian cent “me a month, or just about the rate in the same 
.. || MWS Business Activity Index*__ ‘9. une 271.8 73.1 7 he sales total 
ne e \.WS Index—per capita*____| 1935-’9-100 June 28 | 203.5 2045 2209 months of hag - sane, a \ aaa 
steel |] ste-| Production______ | % of Capacity July 6 | 51.0 61.7 84.0 rung up by retailers evidently staye 
more |] Auto and Truck Production Th d June 28 | 109 102 96 around the $16.5 billion level—or slightly 
es not a a sm Th d Tons June = 277 270 273 below the level of June 1957. Relative to 
Paperboard New Orders T Tons June 28 273 253 270 hard-aoods sales are notabl 
ind Cf HT cleciric Power Output*_ 1947-'49-100 June 28 | 220.3 2239 232.1 a year ago, hard-goods Y 
e the |] Freight Carloadi Th dCon June 28 | 627 628 732 down, but the deficit is about made up by 
r than |] Engineering Constr. Awards__| $ Millions July 3 | 466 483 484 | an advance in soft goods. Higher food 
main- || Department Store Sales__ | 19.47-'9-100 June 28 111 117 115 prices, however, rather than burgeoning 
: Demand Deposits—c $ Billions June 25 55.3 57.4 55.7 h layed a bi art in these 
“ the |] Business Failures Numb June 26 | 335 290 271 demand, aii ti g9P 
imited || — gains. 
rarily, |} _ 





‘uture || *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos- 
|] able income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial centers. 
(nc)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 









































in the THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
h just 1958 Range 1958 —- 1958 
credit ] no of 1958 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High low June27 July3 
epay- | Issues (1925 Cl.—100) High Low June 27 = July3 100 High Priced Stocks .............. 219.2 189.7 217.2 219.2H 
is. The |} 300 Combined Average .............. 334.8 283.9 331.8 334.8H 100 Low Priced Stocks ....... 411.4 334.7 408.2 411.4 
ebt isi] , Agricultural Implements ........ 263.8 196.5 261.9 261.9 5 Gold Mining .........cccseccscessee-0 772.5 539.5 7365 757.1 
about |} 3 Air Cond. (‘53 Cl.—100) ...... 106.8 87.8 104.2 105.9 4 Investment Trusts : 160.9 144.4 158.1 158.1 
s with || 9 Aircraft ('27 Cl.—100) .......... 1139.4 982.2 1119.7. 1139.4 3 Liquor (27 Cl.—100) ............ 1083.6 913.4 1083.6 1083.6 
1 year || 7 Airlines (‘27 Cl.—100) ........ 786.7 638.8 769.0 _786.7H 8 Machinery 374.7 3438 367.9 367.9 
he net || 4 Aluminum (’53 Cl.—100) ...... 309.1 253.4 283.8 283.8 3 Mail Order 202.8 143.3 197.4  202.8H 
1] 6 Amusements o........c.ccsescsessee. 159.5 125.0 157.1 159.5 4 Meat Packing ......... . iz 123.6 155.7 161.2H 
he di- |} & Automobile Accessories... 335.9 298.9 330.3 335.9H 5 Metal Fabr. (‘53 Cl.—100) 161.1 138.1 1408 143.5 
reflec- PIE ais cvsicscccescnscsscses 50.7 40.8 49.5 49.9 9 Metals, Miscellaneous ....... . 313.1 276.3 310.5 313.1H 
arket. |] 4 Baking ('26 Cl—100) ............ 34.6 28.5 34.3 34.6 4 Paper ct 9597 $841.8 942.8 951.2 
ate of | 4 Business Machines .............. 1053.7, 898.2 1045.1 1036.4 22 PatOlOUM —..x..ssesccccccsssosceoseses 771.1 629.7. 758.3 771.1H 
|] 6 Chemicals .......... ee Oh .. 550.6 509.5 550.6 550.6 21 Public Utilities ........................ 305.0 258.9 302.4 305.0H 
actu- 5 Coal Mining 22.9 18.4 212 22.9H 7 Railroad Equipment ........... 70.1 59.2 70.1 70.1 
arket; |] 4 Communications .............0:.00 106.7 85.7 105.8 106.7H | 20 Railroads ooo... cccccccseeesceeeeee 52.5 43.0 52.1 52.5 
hcsed |} 9 Construction 123.2 107.5 = 122.1 123.2H 3 Soft Drinks 550.5 445.6 546.1 550.5H 
1 year 4 7 Containers . 913.3 707.3 899.6 913.3 12 Steel & Iron ......... 280.4 249.3 275.7 278.1 
7 Copper Mining oo... 224.8 184.6 219.4 217.5 4 Sugar 123.5 102.8 122.5 120.5 
2 Dairy Products oo. 135.1 115.6 132.8 135.1H 2 Sulphur LEAS 704.8 543.4 7048 704.8 
6 Department Stores .......... 94.6 78.9 91.6 94.6H 10 Television (‘27 Cl.—100) ...... 37.5 28.8 37.5 37.5 
| 5 Drugs-Eth. (‘53 Cl.—100) 292.0 217.2 289.7 292.0H 5 Textiles eae rt see ee 123.6 1069 119.7 1187 
OOK | 6 Elec. Eqp. ('33 Cl.—100) ...... 207.2 195.8 207.2 207.2 3 Tires & Rubber ........... cee 160.9 142.3 151.6 157.8 
7, the |] 2 Finance Companies 669.1 568.8 658.0 652.4 We NI soe. csccassnsicesensesannsanse 146.0 110.9 146.0 142.8 
back || 6 Food Brands ................ wu. 338.2 255.5 338.2 333.2 2 Variety Stores oe ceessee 296.3 239.3 291.4 296.3H 
.e first | 3 Food Stores 224.1 182.2 224.1 224.1 17 Unclossif’d (“49 Cl.—100) 172.9 145.4 171.5  172.9H 
to the H—New High for 1958. 
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Trend of Commodities 


SPOT MARKETS—The BLS daily index of 22 leading sensitive FUTURES MARKETS—Commodity futures markets were somewhy 
commodities declined slightly in the two weeks ending July 3. lower in most cases, in the two weeks ending July 3. Cocoa an 
Lower prices for the faodstuffs component, which fell 1.0%, coffee were under pressure and metals gave ground easil; 
was responsible for the drop. Raw industrial materials rose relinquishing part of the gains previously registered. 
0.5%, buoyed by higher quotations for burlap, cotton and wool Wheat futures were lower during the period, with the excep 
tops. Metals fell 0.5% despite higher prices for steel scrap, tion of the distant May option which managed to advance. Th 
which failed to counterbalance declines in copper scrap, lead September, 1958 futures declined 24% cents to close at 183%, 
scrap and tin. only 3¢¢ above the low for the life of the option. Harvestin; 
Among the rank and file of commodities, some improvement operations were speeded by improved weather, bringing heay 
was visible among farm products and the BLS weekly index of _ pressure on futures. The large crops will continue to exert pre: 
this group rose 1.1%. All commodities other than farm prod- sure but the more than 20¢ spread between wheat futures «ny 
ucts and foods continued their sluggish behavior, rising a the equivalent Government loan level should be an importan 
minuscule 0.1%. support factor. 
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BLS PRICE INDEXES | a a 93 BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 | Date Date Ago Ago 1941 
All Commodities | July 1 119.2 119.0 118.2 60.2 
Farm Products | July 96.5 954 92.8 51.0 (1947-1949—100) 
Non-Farm Products | July 1 125.3 125.2 125.7 67.0 | 
22 Sensitive Commodities | July 3 86.0 86.2 90.0 53.0 
9 Foods | July 3 90.0 90.9 85.9 46.5 
13 Raw Ind‘l. Materials July 3 83.3 82.9 928 583 
5 Metals July 3 86.5 87.1 103.5 54.6 
4 Textiles | July 3 77.3 76.3 83.3 563 
| 











MWS SPOT PRICE INDEX 


RAW MATERIALS SPOT PRICE INDEX 





Yar 1 5 | 
14 RAW MATERIALS 6 
1923-1925 AVERAGE—100 160 160 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
155 155 
1958 1957 1953 1951 1945 1941 
High of Year | 150.2 166.3 162.2 2154 989 857 150 190 | 
Low of Year 147.1 149.5 147.9 176.4 96.7 74.3 
Close of Year 150.0 152.1 1808 98.5 83.5 145 145 





165 DOW JONES FUTURES INDEX 
DOW-JONES FUTURES INDEX come: Gene ic 


12 COMMODITIES 




















160 160 
AVERAGE 1924-1926—100 
155 155 
1958 1957 1953-1951 1945-1941 
High of Year 159.0 163.4 166.5 214.5 106.4 846 150 159 
Low of Year 154.1 153.8 166.8 189.4 1059 84.1 
Close of Year 156.5 1479 1764 967 743 ¥v DEC JAN) FEB. OMAR APR MAY (UNE, J 
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ASSETS 
Cash and Due from Banks. . ....... $1,952,817,255 
U.S. Government Obligations . ..... . 1,881,410,380 v 
State, Municipal and Other Securities . . . . . 486,435,411 
ns fs kk es ke ew Oe Sl eS 159,107,549 
ee ee ee oe ee ee ee oti Eo as 3,588,362,258 * 
I kk ok ea “ROR 57,742,797 
Customers’ Acceptance Liability. . . . .. . 207,257,685 
ee ae ee ee a ee ee ee 69,283,652 
———— $8,402,416,987 
———— 
793 
LIABILITIES 
mo a ee 
| 89 Foreign Funds Borrowed . . . ..... §,278,715 
eee ee a ge Gg GS OS ee wm 52,026,603 
— Acceptances Outstanding . . . . $233,257,385 
| 85 Leo fe Portfelte . 1. 1 ke tl lt lt 20,737,383 212,520,002 
8: Ne ee ee ee ae ee ee ee ee ee 56,841,351 
ae Reserve for Contingencies . . .. . : 17,935,050 
—165 | Capital Funds: 
Capital Seock . . + « « « « $163,625,000 
4_ 160 (13,090,000 Shares—S$12.50 Par) 
Surplus . . . . - -« « « « 350,000,000 
i °. 
718 Undivided Profits. . . . . . 106,019,823 619,644,823 
+150 | $8,402 ,416,987 
ms 
1 145 
_—16 5 Of the above assets $850,777 ,043 are pledged to secure public deposits and for 
other purposes, and trust and certain other deposits are preferred as provided 
1 160 by law. Securities with a book value of $38,094,477 are loaned to customers 
‘ against collateral. Assets are shown at book values less any reserves. 
 . 
+195 
Member Federal Deposit Insurance Corporation 
1-159 ° 
q } 
et 














STREET! 











Investment Position of 
The Tobaccos Today 





(Continued from page 476) 


packaging, with sales of around 
$60 million dollars. The other ac- 
quisition, Polymer Industries, Inc. 
manufactures industrial adhe- 
sives and textile finishes. Philip 
Morris’ earnings for the year 
1958 are estimated at around 
$4.75 to $5.00. Stock at 52 seems 
a little rich on the bas:s of earn- 
ings. 

Reynolds’ sales crossed the bil- 
lion mark in 1957, almost equal- 
ing American’s. Reynolds’ suc- 
cessful history of getting the 
maximum sales for its promo- 
tional dollar, and being able to 
keep its major brands in the van- 
guard despite keen industry com- 
petition, speaks for the ability of 
management. Its Camel, which 
for a long time ran second to 
Lucky Strike, is now the nation’s 
leading cigarette. Reynolds’ Wins- 
ton is the largest selling filter 
cigarette and ranks fourth among 
all brands. Although Winston has 
not yet entered the field of high 
filtration because of its conviction 
that flavor sells a cigarette, com- 
pany has been recently improving 
its filter. Eventually Reynolds 
may be forced to introduce a hi-fi 
mouthpiece in order to meet com- 
petition. The stock would certain- 
ly react favorably to such an an- 
nouncement. Reynolds’ 1957 prof- 
its were reduced around $1.25 
through change of its accounting 
procedure in adoption of LIFO. 
However, this process increased 
cash generation and further 
strengthened balance sheet. 1958 
earnings are estimated at around 
$7.50. Last year, dividends were 
hiked from a 75¢ to a 90¢ quar- 
terly basis. With its healthy finan- 
cial state and well sustained earn- 
ings, it does not seem unlikely 
that Reynolds will go on a regular 
$1.00 quarterly basis before the 
end of the year. 


The Snuff Companies 


American Snuff is a small com- 
pany with no funded debt and a 
total capitalization consisting of 
37,218 shares of non-cumulative 
preferred and 461,100 shares of 
common. Company is the second 
largest snuff producer, accounting 
for more than one-third of the na- 
tion’s output under brand names 


490 


of Garrett, Honest and Dental. 
The company also manufactures 
chewing tobacco. Sales and earn- 
ings have shown some modest 
growth over the last decade with 
sales rising from $10.6 million in 
1947 to $19.1 million in 1957 and 
earnings increasing from $2.12 
per share in 1947 to last year’s 
$4.51. 1958 earnings are esti- 
mated to be about the same as 
1957. Stock at 53 yields 5.6% on 
its $3.00 indicated dividend. 


G. W. Helme is the third largest 
snuff maker which has been at- 
tempting to diversify in order to 
expand its stagnant sales picture. 
Last year company picked up the 
Bachman Bakeries and affiliated 
Berkshire Biscuit Company. 1958 
earnings may exceed last year’s 
$2.30 by around 10%. Stock at its 
recent price of 2914 yield 5.8% on 
its indicated $1.70 annual divi- 
dend disbursement. 

U.S. Tobacco is both the most 
interesting and volatile of the 
snuff companies. In addition to 
being the nation’s largest pro- 
ducer of snuff, accounting for 
nearly 50% of total U.S. output, 
company also manufactures ciga- 
rettes including the recently high- 
ly publicized, denicotized King 
Sano filter kings and Sano regu- 
lars. Sano filter kings and plain 
tips were number one on the re- 
cent Reader’s Digest test for ab- 
sence of nicotine. Among plain 
tips, Sano was in second place for 
absence of tar content while Sano 
filter placed third in the tar de- 
partment after first place Kent 
and second place Hit Parade. With 
the resulting publicity and con- 
sumer emphasis on high filtration, 
cigarette sales have picked up sub- 
stantially. In the first quarter of 
1958, sales were 25% ahead of 
the comparable 1957 period. Net 
rose from $0.32 to this year’s 
$0.45. Stock had a big run-up re- 
cently, partly on potentiality of 
being a second Lorillard, and par- 
tially on the strength of a merger 
rumor with Lorillard which has 
been denied by both companies. 
At its present price of 271.—down 
from recent high of 3214—stock 
still appears somewhat on the 
high side with anticipated 1958 
earnings of $2.25 per share. 


The Cigar Makers 


Bayuk Cigars is one of the lead- 
ers In the manufacture of low 
and medium priced cigars, ac- 
counting for about 15% of the 


industry unit production and a 
somewhat lesser percentage of 
sales. Although 1958 sales and 
net may be no greater than 1957, 
per share earnings should im- 
prove by virtue of economies cre- 
ated by increasing use of homoge- 
nized tobacco leaf and company’s 
policy of buying in its own stock 
which has a book value of around 
$27. Company is attempting to 
bolster sales through various 
merchandising and packaging 
schemes, the most recent being 
the Duo-Pack consisting of six 
small packages of five cigars each. 
Principal brands include Phillies, 
Webster, John Ruskin, Cinco, 
Seidenberg, and Amerada. Yield 
at recent share price of 19 is 5.2% 
based on the annual $1.00 payout. 
Consolidated Cigar is the na- 
tion’s largest cigar company. 
Early in 1956 company acquired 
the cigar business of P. Lorillard 
as part of an expansion program. 
Present brands include Dutch 
Masters, E] Producto, Harvester, 
Muriel, La Palina. Profit margins 
have improved through use of the 
homogenized leaf, but company 
has an offsetting expense of addi- 
tional advertising and promotion 
in order to improve its competi- 
tive position. 1957 earnings 
should approximate the $4.24 re- 
ported in 1957. Cash payout is 
low since Consolidated is a family 
owned business, and its owners 
are not particularly interested in 
income. At stock’s recent price of 
31, the yield on the anticipated 
$1.40 cash payment is 4.5%. 


General Cigar is the nation’s 
second largest producer of low 
and medium priced cigars with 
brand names of White Owls, Wil- 
liam Penn, Robert Burns and Van 
Dyck. General Cigar developed 
and has patents on the homogen- 
izing process which utilizes the 
whole tobacco leaf and scrap, re- 
ducing it to a powder and then 
rolling it into leaf. This is used for 
cigarettes in addition to produc- 
tion of cigar binders. Other cigar 
manufacturers use this process as 
licensees paying General Cigar 
royalties. Last year’s sales of $56 
million were a substantial improve- 
ment over 1956 sales of $45 mil- 
lion. 1958 should show further 
gain. Profits may be held back by 
increase in advertising and pro- 
motional expense, but should bet- 
ter 1957’s $5.62 by around 10%. 
The indicated $2.00 payout is low 
and may be supplemented by a 
year-end extra. END 
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NATIONAL CITY BANK 
of New York 
Head Office: 55 Wall Street, New York 
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in Greater New York Offices, and Affiliates 
eeeveeeeveeeeeeeeeeeeeeeeee @ 





Statement of Condition as of June 30, 1958 


ASSETS 
CasH AND DvE From BANKS .. . ©. « « $1,825,609,083 
Unitep States GovERNMENT OBLIGATIONS. . . — 1,500,873,223 


434,348,869 


125,705,651 


STATE AND MunIcIPAL SECURITIES. . . .« « « 
So7THER SDECURITIES 4. 1 « 6 3 S&S we 


Me & 4 oc Ae Doce. «oe 3,965 541,628 
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INTERNATIONAL BANKING CORPORATION Pe 7,000,000 
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ern ee Sg 4 Se eee: ok er ww 18,146,624 


POE a: 6 ee a eee SS ® $8 056,432,963 
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Pceostis 6 2 ks Set Sow we & ee we BASIS 
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Due To Foreicn CENTRAL BANKS. . 2. © e e 499 300 


RESERVES: 


LINEARNED INCOME... «+ © © 6 « @ * 32,590,865 
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CAPITAL . aa 
(72,000,000 Shares—§$20 Par) 
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$240,000,000 


SuRPLUus. 380,000,000 


87,349,788 


Unpivipep Prormrs. .. +. <« @ 
SHAREHOLDERS’ Equity. .. . 
Total ° ° . . . . ° . . 


707,349,788 


$8 056,432,963 





Figures of Overseas Branches are as of June 25, 
$838,308,165 of United States Government Obligations and $36,997,285 of 
other assets are pledged to secure Public and Trust Deposits and for other 

purposes required or permitted by law. 


Member Federal Deposit Insurance Corporation 





Affiliate of The First National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 


Capital Funds $33,998,127 
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Beverage Companies 
— Soft Drinks — Liquors 





(Continued from page 479) 


industry and reduced demand for 
certain chemicals, indicate some- 
what lower earnings this year, al- 
though final results will depend 
on a number of factors. The $1.00 
per share annual dividend is rea- 
sonably well-protécted. Also, a 
2% stock dividend was paid last 
October. 


Distillers Corp.-Seagrams, Ltd. 


For the 9 months ended April 
30, 1958, Distillers Corp.-Sea- 
grams reported earnings of $2.28 
per share, compared with $2.35 a 
year previous. Sales have not 
been published for the recent 9 
months period. 

The company is the largest of 
the distillers. Subsidiaries oper- 
ate 17 distilleries in the U. S. and 
7 distilleries in Canada. While it 
is a Canadian company, over 90% 


of its sales are made in this coun- 
try. However, Canadian and 
worldwide export business con- 
tributes 20% of earnings. It pro- 
duces and markets a wide list of 
distilled spirits, of which blended 
whiskies are the most important 
products. Recently, consumer 
preference for straight whiskies 
has been increasing. The com- 
pany has been attempting to cor- 
rect its position as a leading 
maker of blended whiskies by 
adding new straight brands and 
blending these to maintain con- 
formity of taste. Its next step is 
expected to be a more direct entry 
into straight whiskies, either by 
introducing its own brands or by 
acquisition of a successful distill- 
ery. 

The company has substantial 
oil and gas interests in this coun- 
try. In the 1957 fiscal year, this 
division represented a loss equiv- 
alent to 49¢ per share, compared 
with a loss of 78¢ in 1956. An 
evaluation of this division was 
made last year, which resulted in 
sale of some properties and aban- 
donment of unprofitable leases. 








R. J. REYNOLDS 


TOBACCO 
COMPANY 





QUARTERLY DIVIDEND 


A quarterly dividend of 90 cents per 
share has been declared on the Com- 
mon and New Class B Common stocks 
of the Company, payable September 5, 


close of business August 15, 1958. 


Winston-Salem, N. C. 


July 10, 1958 
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Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 

CARTER HALL 

smoking tobacco 


Secretary 





Thus, losses in this division may 
be further reduced. 

For the fiscal year ended July 
31, 1957, earnings amounted to 
$2.90 per share (after deducting 
loss of the oil division). In the 
current fiscal year, earnings 
should be not too much lower than 
in 1957. The regular quarterly 
dividend is 30¢ per share and, in 
addition, a 50¢ extra was paid 
last December. 


Hiram Walker-Gooderham & 
Worts, Ltd. 


The company is a leading dis- 
tiller in both Canada and in the 
U. S. It also operates distilleries 
in Scotland and Argentina. It 
sells between 85% and 90% of its 
output in this country. It has a 
line of well-established brands. 

For the current fiscal year, 
earnings are expected to be some- 
what less than the $2.61 per share 
reported for the year ended Au- 
gust 31, 1957. 

For the 9 months ended May 
31, 1958, the company reported 
earnings of $1.90 per share, as 
against $2.00 a year previous. Re- 
cent sales are not available. The 
earnings, mentioned in these com- 
ments, have been adjusted for the 
3 for 1 stock split of February 7, 
1958. The annual dividend fate 
on the present stock is $1.40 per 
share and is likely to be continued. 


Soft Drink Companies 


As a group, the soft drink com- 
panies have shown good resist- 
ance to the business recession, at 
least to date. Unless business 
should get much worse, sales and 
earnings of this group should be 
well maintained. Products of these 
companies are low in price and 
usually in daily demand. 

At this time, the more impor- 
tant factor in the sales outlook is 
the weather. The month of June 
was unusually cool in heavily 
populated areas of the East and 
Middle West. However, the weath- 
er has recently turned much 
warmer and there appears little 
doubt that this will result in the 
usual pick-up in soft drink sales. 

In postwar years, the per cap- 
ita consumption of carbonated 
beverages has been steadily in- 
creasing. Cola-type drinks repre- 
sent more than one-half of all soft 
drinks sold. It is estimated that 
over 90% of the average soft 
drink is water. Distribution costs 
are high, and decentralized pro- 
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duction and bottling is necessi- 
tated. 


Coca-Cola Company 


The company has the dominant 
position in its field. The syrup is 
made in 10 plants in the U. S. 
and the concentrate is manufac- 
tured in 18 plants abroad. In ad- 
dition, the company operates nu- 
merous bottling plants. Extensive 
advertising has played an impor- 
tant part in its success. In recent 
years, foreign business has been 
increasing and now represents 
about one-third of total sales and 
profits. The company exercises 
strong control over costs and thus 
profit margins are well main- 
tained. 

In the first quarter of this year, 
earnings were moderately lower 
at $1.11 per share, as against 
$1.24 a year ago. Quarterly sales 
are not published, but it is well 
known that the second and third 
quarters are by far the largest on 

seasonal basis. This year, given 
avorable weather, earnings 
should be fairly close to the $7.07 
per Share reported for 1957. The 
$1.00 per share quarterly divi- 
cdend and the $1.00 year-end extra 
appear likely to be maintained. 
Total dividends have amounted to 
$5.00 per share each year since 
1949, 


Pepsi-Cola Company 


Pepsi-Cola is the second largest 
in the cola-type soft drink field. 
Concentrate and bottling plants 
are operated both in this country 
and abroad. In recent years, the 
company has benefited from ex- 
tension of its marketing areas, 
more aggressive promotion and 
selective price increases. 

For the year 1957, earnings 
amounted to $1.61 per share. The 
company reported earnings of 26¢ 
per share, for the first quarter of 
this year, as against 25¢ a year 
ago. If the weather is favorable, 
earnings this year should exceed 
1957. The annual dividend 
amounts to $1.20. 


Canada Dry Corp. 


The company is one of the most 
diversified in the soft drink in- 
dustry. It produces and distrib- 
utes ginger ale and a full line of 
carbonated beverages; produces 
and sells extracts and syrups to 
licensed bottlers for making such 
beverages; and distributes im- 
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United Press International 


FILL 'ER UP. Pre-launching fueling operations for Jupiter-C, 
—the rocket that carried America's first satellite into orbit. 


Rockets fly ‘out of this world’ on high- 
energy fuels—Blaw-Knox pioneered every 
full-scale high-energy fuel plant in America 


Blaw-Knox designed and built the nation’s first high-energy 
fuel plant in 1949 .. . then pioneered with a fully-integrated 
plant for commercial production of boron chemicals. In fact, 
for its clients Blaw-Knox has designed, built, or performed 
inspection work on every full-scale plant in the country for 
making boron high-energy fuels that are propelling America 
into the space age. 

But then, pioneering throughout industry is a job that 
Blaw-Knox is geared to tackle. What are your company’s 
plans? If bigger profits can come to your company through 
advances in rolling or fabricating metals . . . in road building, 
chemicals, processing or communications—Blaw-Knox is the 
forward looking company that can help you. To find out about 
our products and services for industry, send for our brochure 


“This Is Blaw-Knox.”’ 


BLAW-KNOX COMPANY 


1233 Blaw-Knox Building * 3OO Sixth Avenue 
Pittsburgh 22, Pennsylvania 


ported liquors and wines. The 
company has a network of 281 
soft drink bottling plants in this 
country and abroad. 

In the fiscal year ended Sep- 
tember 30, 1957, sales increased 
11% to a new high, and earnings 
amounted to $1.73 per share, com- 
pared with $1.51 for the year 
previous. For the 6 months ended 
March 31, 1958, the gain in sales 
was 9.9%, and earnings showed 
a slight increase to 64¢ per share, 
from 63¢ a year ago. In the cur- 
rent fiscal year, earnings are ex- 
pected to be about the same as in 


1957, according to a company 
estimate. The $1.00 per share 
annual dividend should be main- 
tained. 


Dr. Pepper Company 


The company is a moderate- 
sized producer of soft drinks. It 
produces syrup in plants in the 
South and South West, which is 
shipped to numerous franchised 
bottlers and distributors. It has 
three wholly-owned bottling sub- 
sidiaries. 

Due to unusually bad weather 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No.78 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 12, 1958 to 
stockholders of record at the 
close of business on August 
29, 1958. 

H. D. McHENRY 
Vice President and Secretary 
Dated: July 11, 1958 




















in its main sales area, as well as 
higher promotional and develop- 
ment expenses, earnings for the 
year 1957 declined sharply to 70¢ 
per share, from $1.19 in 1956. 
Sales in 1957 were 7.5% lower 
than the year previous. For the 
first quarter of this year (season- 
ally a low quarter), earnings 
amounted to 5¢ per share, as 
against 1¢ a year ago. While quar- 
terly sales are not released, the 
company expects a good gain this 
year (given favorable weather) 
due in part to new franchises and 
to substantial price increases in 
important areas. However, due to 
expenses connected with the com- 
pany’s expansion, earnings this 
year may be only moderately 
above 1957. The 60¢ per share 
annual dividend appears to be 
reasonably well protected at this 
time. —END 





The Investment Status of 
Bank Stocks Today 





(Continued from page 463) 
Retail and Wholesale Banking 


Retail banking, because it in- 
volves multi-office operations, re- 
sults in somewhat higher operat- 
ing costs; yet, most alert bankers 
favor it. With high taxes deplet- 
ing the ranks of the very wealthy, 
and the middle income group con- 
stantly growing, retail banking 
has sought out the smaller bank 
customer. As a result of retail 
banking, bankers have been able 
to keep their deposits growing, 
and deposits are the very life 
blood of banking. 

Wholesale banks, servicing 
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larger industrial and trust ac- 


counts, have not been able to 
maintain satisfactory deposit 
growth over the last decade. Long 
term prospects of such banks as 
the Guaranty Trust, Hanover, 
Continental Illinois and New 
York Trust are clouded by their 
inability to produce satisfactory 
deposit gains. 


Other Considerations 
for the Investor 


The long term investor must 
also consider state limitations on 
bank expansion. Fourteen states 
prohibit branch banking of any 
kind, while the rest permit it in 
varying degrees. In New York 
State, a bank located in any one 
of the 9 banking zones is pro- 
hibited from entering another 
zone. Thus, New York City banks 
have not been able to follow the 
exodus to the suburbs of a good 
many of their customers. Even- 
tual state legislation should rem- 
edy this situation, and more re- 
alistic zoning will result. At the 
first green light, New York banks 
will rush to the suburbs, probably 
via the merger route, in an effort 
to bolster their deposit positions. 

Area may also have an impor- 
tant bearing on future earnings. 
Because of population shifts and 
industry migration, the Western 
and Southwestern banks are pros- 
pering at a rapid pace. 

Which are the more interesting 
bank stocks? Optimum growth 
and stability most likely can be 
had with the following; based on 
intrinsic values: 

First Nationa! City Bank 

of New York 
Chase Manhattan Bank 
(New York) 

Chemical Corn Exchange Bank 

of New York 

Manufacturers Trust Company 

(New York) 

First National Bank of Boston 

First Pennsylvania Banking 

and Trust Company (Phila.) 

National Bank of Detroit 

Mellon National Bank & Trust 

Company (Pittsburgh) 

American Trust Company (San 

Francisco and Northern Calif.) 

Bank of America N. T. & S. A. 

(state-wide California) 

Republic National Bank 

of Dallas 

The Cleveland Trust Company 

Security-First National Bank 

of Los Angeles (Central and 
Southern California) END 





The Sugar Industry 





(Continued from page 481) 


Rican and Hawaiian yields. De- 
spite this, increases in wages made 
before the season, and the decline 
of over 40% in world prices, indi- 
cate rather clearly that earnings 
of the major Cuban producers will 
be sharply below profits reported 
for last year. It also follows that 
fiscal year-end dividend payments 
by Cuban-American, Francisco, 
Guantanamo, Manati, Vertientes- 
Camaguey and West Indies will 
follow a similar pattern. However, 
these shares are not the widow 
and orphan type. In addition, the 
bad news appears to be out and 
undoubtedly has been more or less 
discounted at this point. It may be 
rather late to turn bearish and 
mayhap step into a beautiful whip- 
saw —for these shares can really 
turn around. The Cuban sugars 
seem better held than sold at this 
time. 


Puerto Rico... 
The Rain Fell Mainly on the Plain 


For the second year in a row 
Puerto Rican production is ex- 
pected to fall short of its United 
States marketing quota. Crop 
yields for the current year were 
held down materially by the lack 
of rainfall in the cane growing 
season. Total sugar production for 
the 1958 season is expected to be 
about 1,100,000 tons, somewhat 
better than last year’s 990,600 
tons. The lower level of sugar 
prices in world markets is also an 
unfavorable factor. 

Earnings of the leading Puerto 
Rican producers for fiscal 1958 are 
expected to be lower than those of 
the year preceding. But, as in the 
case of the Cuban producers, it 
may be rather late to turn bear- 
ish. The rains have come .. . the 
drought is only an unhappy mem- 
ory ... crop prospects for 1958- 
1959 shape up much better. . 
much cane is being planted for 
mechanical cultivation and har- 
vesting. 

In view of improved prospects 
for 1958-59 profits, dividends of 
South Puerto Rico and Central 
Aguirre may be continued at pres- 
ent levels. Fajardo Eastern Sugar, 
the surviving company follow- 
ing merger of Fajardo Sugar and 
Eastern Sugar Associates, should 
do better than last year. 
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Domestic Beet Producers 


There has been some improve- 
ment in the outlook for the domes- 
tic beet sugar industry. Demand 
for refined sugars has been fair 
to good in the industry’s main 
oe areas, and_ refined 
sugar prices have been firm. The 
Dapawienent of Agriculture also 
has allotted 273,606 tons of the 
Puerto Rican and Hawaiian sugar 
ceficits to the beet processors, 
representing an increase of ap- 
; roximately 14% over their ear- 

er marketing quotas. As a result 
of higher prices and increased 

iarketing quotas, dollar volume 

of the leading beet refineries in 
iscal 1958-59 is expected to at 
least compare well with that of 
the year just closed, barring ad- 
verse weather and crop develop- 
nents. 

Except in the California grow- 
ng area, beet prospects shape up 
‘ather well. On June 11, 1958, the 
Jepartment of Agriculture in- 
reased the average allotment of 
he beet producers from 915,000 
icres to 935,000 acres, as com- 
yared with 917,900 acres planted 
n 1957. Whether or not beet pro- 
luction in 1958 will equal 1957 
iarvests of 15,497,000 tons de- 
ends largely on yields. 

The competitive situation also 
shapes up better. During the cur- 
‘ent year the beet refiners are not 
expected to reach so far from 
heir normal marketing territory, 
is was the case in the year just 
‘losed. Barring an unexpected 
slump in volume, profit margins 
in fiscal 1958-59 should at best be 
maintained, higher costs notwith- 
standing. On balance the outlook 
for earnings and dividends of 
Great Western, American Crystal 
and Holly is relatively favorable. 


The Refineries 


Lastly we appraise the mixed 
outlook for American Sugar Re- 
fining and National Sugar Refin- 
ing. The increase in total U.S. 
marketing quotas for the industry 
from 8,900,000 to 9,000,000 tons 
in late June 1958 is favorable. 
Firmness in refined prices, and 
the working down of inventories 
in the hands of consumers, also 
will help, as will reduced compe- 
tition from the beet companies. 
Prospects are that dollar volume 
and profit margins of domestic 
refining operations will compare 
favorably with 1957 results. 
This being the case, the outlook 
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for National in 1958 suggests a 
modest improvement over the 
$3.30 a share scored in 1957. The 
current $0.50 quarterly dividend 
appears quite secure. Earnings of 
American will reflect the sharp 
decline in its Cuban raw sugar 
profits, which accounted for over 
40% of its earnings in 1957. Prof- 
its for 1958 probably will be 
down somewhat from the $3.80 
logged in 1957. Common dividends 
of $0.40 quarterly are secure, but 
the outlook for extras leaves 
much to be desired. END 





Plan and Scope of Russia’s 
Economic Warfare 





(Continued from page 469) 


extensive Soviet-bloc economic 
ties with Egypt, and later Syria, 
can be related directly to the 
Arab-Israeli dispute and to bloc 
provision of arms in support of 
Egyptian-Syrian military aspira- 
tions. Soviet support for Egypt 
and Syria subsequently moved 
into the field of large-scale credits 
for economic development. The 
political dispute between Afghan- 
istan and Pakistan is another 
example of the situation in which 
the Soviets, by supporting Af- 
ghanistan, took advantage of a 
local rivalry. More recently, the 
Soviets have attempted to encour- 
age Yemen’s border dispute with 
the United Kingdom over Aden 
and the Dutch-Indonesian dispute 
over Western New Guinea.” 

In other sectors there is obvi- 
ous effort on the part of the So- 
viet to buy respectability. These 
are the areas where boring from 
within has not worked successful- 
ly. This, then, is a long-range 
program with little or no hope of 
attaining the ultimate goal of 
domination. But the reds can af- 
ford it. The proof of this is in the 
industrial statistics: the U.S.S.R. 
now isthesecond largest industrial 
power in the world, growing 9 to 
10 per cent a year and headed 
toward an expansion which in the 
next few years will place the fig- 
ure 50-60 per cent above 1957. 
However it must not be over- 
looked that Russia has moved in- 
dustrially under forced steam an 
a question naturally arises whether 
she can continue to devote man- 
power and money to mechaniza- 
tion and, at the same time, sus- 
tain a huge military force and an 
economic aid program. 
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American 
Viscose 
Corporation 


DIVIDEND NOTICE 


Directors of the American 
Viscose Corporation, at their 
regular meeting on July 1. 
1958. declared a_ dividend 
of twenty-five cents (25¢) per 
share on the common stock. 
pavable on August 1, 1958, 
to shareholders of record at 
the close of business on 


July 16, 1958. 


WILLIAM H. BROWN 


Vice President and Treasurer 





RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 
DIVIDEND No. 38 


A cash dividend of five cents per share 
on the outstanding common stock of 
this corporation has been declared 
payable August 11, 1958, to stock- 
holders of record at the close of busi- 
ness July 14, 1958. 


W. H. MEREDITH 


July 1, 1958 Treasurer 
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New York, N. - One of the nation's 
largest book put We is seeking book-length 
manuscripts of all types — fiction, non-fiction, 
poetry. Special attention to new writers. For more 
information, send for bookiet WF — #’s free. 
Vantage Press, 120 W. 31 St., New York 1. 
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Russia can count on industrial- 
ized satellites such as Czechoslo- 
vakia and East Germany, historic 
exporters of heavy goods, in re- 
turn for raw materials—an ideal 
combination. In the relatively few 
instances of military aid via ship- 
ment of arms, the “beneficiary” 
countries are receiving obsolete 
material. 


Financial Aid 


On the financial front, since 
1954 the Soviet-bloc countries 
have concluded agreements with 
14 of the less-developed countries 
outside the Soviet orbit which 
provide for the extension of an 
estimated $1.9 billion in inter- 
mediate and long-range credits 
for the purchase of goods and 
services from the bloc. Of this 
total, about $378 million consist- 
ed of credits for the purchase of 
Soviet-bloc arms extended to 
Egypt, Syria, Yemen, and Af- 
ghanistan. The remaining $1.5 
billion for economic purposes in- 
cluded $464 million in credits to 
Yugoslavia. Communist China is 
the only bloe country providing 
grants of real consequence: 55 
million to Cambodia, Ceylon, Ne- 
pal, and Egypt. 

The U.S.S.R. is providing about 
$1.3 billion of the total credits; 
the remaining $600 million is 
supplied by satellites. The Soviet 
has concentrated its development 


million credit for Yugoslavia and 
$175 million, jointly with East 
Germany; agreements for $175 
million for Egypt and an esti- 
mated $168 million for Syria. 

It should be noted that Yugo- 
slavia, India, Afghanistan, Egypt, 
Syria, and Indonesia have re- 
ceived 95 per cent of the credits, 
and that these are countries 
where situations exist which lend 
themselves to approaches to the 
red objectives. It also will be ob- 
served that the Soviet deals with 
interest-bearing credits. This 
gives the deals the complexion of 
straight business arrangements 
with no ulterior purpose, cuts the 
cost to U.S.S.R. 

Total trade turnover of the 
bloc with less developed countries 
increased from $850 million in 
1954 to $1.44 billion in 1956—70 
per cent up. Incomplete data for 
last year hints a further 25 per 
cent rise, which would mean 
doubling the 1954 figure. 

The trade agreement program, 
obviously a device to suggest to 
under-developed countries that 
the reds offer everything the de- 
mocracies put forth, and more, is 
a loosely-drawn and more loosely- 
administered pact system. About 
one-half of the agreements do not 
provide for specific targets of 
volume and there is no pretense 
that they cover the entire subject. 
Many of the deals are made out- 
side the pact and in disregard of 


there is no conscious effort to live 
up to it. In almost every instance 
there has been some increase in 
trade movement. But, again, the 
propaganda value is most impor- 
tant, and effective. 

Unrest has been noted in some 
of the participating countries. 
They find themselves holding sub- 
stantial export balances because 
the U.S.S.R. either cannot, or will 
not, provide the type of import 
goods these countries need and 
were led to believe would be avail- 
able. Argentina’s unfortunate ex- 
perience in this respect did not go 
unnoticed in Latin America. 

A review of the Soviet aid and 
trade commitments shows the 
commodity range to be constrict- 
ed, especially in machinery. These 
restrictions have included trans- 
portation, agricultural, and gen- 
erating equipment. Road building 
and irrigation projects, hospitals, 
hydroelectric and irrigation dams, 
railroad and port construction, 
bakeries and silos, plus “showcase 
items” such as nuclear research 
laboratories, top Russia’s politico- 
mercantile “loss leaders.” 

Domestic economic considera- 
tions have gone out of the window 
where spectacular results and po- 
litical gain were in sight. The 
Bhilai steel mill being built in 
India, is an example of the Sovi- 
et’s willingness to divert scarce 
resources to its foreign program 
at the expense of home industry. 























credits: $100 million credits with its terms. Examination shows Other illustrations can be found. 
Afghanistan and Indonesia; $132 that the declared intent is precise, —END 
The Geographical Pattern of Sino-Soviet Bloc Trade, 1956° 
(in millions of U.S. dollars) 
Communist East Czecho- ~ ; . 
U.S.S.R. China Germany slovakia Poland Rumania Hungary’ Bulgaria 
Total 7,280 4,415 2,750 2,600 1,876 (925) 950 515 
Bloc 5,405 3,325 2,005 1,675 1,134 (740) 590 440 
Percent 74.2 75.3 73.0 64.5 60.2 80.0 62.1 85.5 
U.S.S.R. 2,370 (1,125) (825) 513 445 226 (245) 
Percent ... 53.7 41.0 31.8 27.5 47.6 23.8 (47.6) 
Evropean satellites 3,585 760 (760) (710) 540 (280) 290 (195) 
Percent : 48.8 17.2 (27.6) (27.3) (28.8) (30.3) (30.5) (37.9) 
Communist China 1,497 120 n.a. 80 n.a. 60 n.a. 
Percent . 20.5 80.0 4.5 6.2 
Free world . 1,875 1,090 735 925 726 (185) 360 75 
Percent . 25.8 24.7 27.0 35.5 39.8 20.0 37.9 14.5 
Free world » 1,585 1,054 663 735 797 187 314 75 
Less developed countries » 400 330 87 338 156 60 94 21 
Less developed countries 
As percent of free world 25.2 30.3 8.3 46.0 19.6 32.0 29.9 28.0 
Less developed countries 
As percent of total trade 5.5 7.5 3.2 13.0 8.3 6.5 9.9 4.1 
® Statistics are from official statistics and statements of respective countries; figures in parenthesis are estimates. 
> Statistics from U.S. Department of Commerce. 
n.a.—not available. 
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To What Extent Have 
Food Processors 
Discounted Potentials 





(Continued from page 473) 


An indication of the stock’s at- 
tractiveness for “defensive” hold- 
ings is the unique fact that Gen- 
ral Mills is one of only nine 
companies listed on the New 
York Stock exchange that has 
never reduced its dividend since 
1929. Such a record speaks well 
for the current period, although 
capital requirements reduce the 
chances for any near-term divi- 
dend increase. ; 

Pillsbury is also in the midst of 
both a good year and a large capl- 
tal spending program. Though 
not quite as dynamic as the Gen- 
eral Mills performance, Pillsbury 
has nevertheless scored an im- 
pressive half-year gain in fiscal 
1958. From $2.25 per share in the 
first six months of 1957, earnings 
jumped to $2.57 this year. As 
with General, capital require- 
ments will probably forestall divi- 
dend increases even though earn- 
ings may rise for the year to 
about $4.75 per share from $4.04 
last year. 

For both companies the trend 
in wheat costs will probably begin 
to reverse before the year is out, 
but huge inventories will be built 
up out of this year’s low cost out- 
put, assuring profits right into 
1959. 


Cereal Makers Fare Well 


As with the corn refiners, the 
nation’s principal breakfast ce- 
real producers have also been 
relatively insulated from sharp 
competition. Massive advertising 
campaigns over many years have 
firmly entrenched many products 
in the consumer’s mind, making 
various brands synonomous with 
the word “cereal.”’ Kellogg, which 
has remained a major holdout 
from listed markets has been the 
outstanding performer in the field, 
but Quaker Oats has shown a 
steady, if less spectacular growth. 

Of particular interest to Quak- 
er Oats shareholders is the in- 
ordinately strong financial posi- 
tion the company has maintained 
over the years. Currently, cash 
alone is twice all current liabili- 
ties and the company apparently 
intends to keep it that way, since 
JULY 
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$10 million was recently borrowed 
to finance an internal expansion 
program. This conservative cash 
policy, while affording great divi- 
dend stability has its penalties, 
nevertheless. Kellogg, for exam- 
ple has averaged a 25 per cent 
return on its net worth over the 
last ten years, while Quaker’s re- 
turn has been less than half that 
figure. Moreover, Kellogg’s sales 
have advanced almost 115 per 
cent since 1947 while Quaker has 
scored a much more modest 40 
per cent. 

In view of the company’s con- 
servative policies the present ex- 
pansion program leaves little 
room for increased dividends. 
However, the rate was raised last 
March to 45¢ quarterly, increas- 
ing the yearly payout to $1.80 
from $1.64 in 1957. 


Bakers Bid for Shelf Space 


Much as with the canners and 
food packagers, the baking indus- 
try has been caught up in the 
supermarket whirl. Sales have 
continued to improve over the 
years, but the tremendous ex- 
penses incurred in gaining access 
to the supermarket shelves has 
lowered profit margins consider- 
ably while keeping earnings 
growth to very modest propor- 
tions, if any. 

On the plus side, however, is 
the generally good financial con- 
dition of the baking companies, 
the stability of their dividends 
and the gradual increase in over- 
all demand for their products. 

National Biscuit, the largest 
unit in the industry, showed signs 
last year of finally gaining some 
control over its problems. A small 
sales increase was translated into 
a larger earnings advance and the 
dividend was increased for the 
first time in several years, 
through the payment of a 20¢ 
extra. The earnings betterment 
continued into the first quarter of 
1958 with 12 months results for 
March showing a record $3.21 per 
share compared with $2.93 last 
year. Since the company gener- 
ally pays out some 70 per cent of 
earnings in dividends, another 
extra, can perhaps be expected at 
year end. 

That all is not necessarily se- 
cure, even in the stable food in- 
dustry, is amply demonstrated by 
United Biscuit’s first quarter this 
year. The company, third largest 
in its field, has not elaborated on 
the reasons, but per share earn- 








ings fell to 39¢ from 73¢ in the 
opening six months of 1957. Since 
a similar sharp drop occurred in 
1954, the analyst is led to suspect 
difficulties in the company’s in- 
ternal structure and a failure to 
cope with the problems of a re- 
cession year. Stockholders should 
also take warning from the fact 
that the 1954 experience led to a 
50 per cent cut in dividends, and 
the 1954 rate has still not been 
restored completely. 

The quick dividend cut is es- 
pecially significant, since the com- 
pany has traditionally maintained 
a low percentage of earnings pay- 
out. Although there will probably 
be no cut this year, shareholders 
will do well to view payments 
with a wary eye until the reasons 
for the poor first quarter become 
apparent. 


Assessing the Food Processors 


With few exceptions, the food 
processing companies have dem- 
onstrated excellent stability, and 
a few have shown impressive 
earnings growth over the year. In 
recognition of this fact the stocks 
as a group have been market 
stars this year, as they have been 
in other recessionary years when 
stability of income is prized by 
investors. 

As longer range investments 
their potential has usually been 
considered limited because food 
prices lag behind other inflation- 
ary forces. As true as this may 
have been in the past, however, it 
is certainly not true today. In the 
last twenty years food prices have 
advanced faster than most other 
prices, and foods now account 
for a larger percentage of the con- 
sumer’s dollar than ever before. 

Some $75 billion is budgeted 
for food in 1958, marking a 400 
per cent increase over the ex- 
penditures in the late thirties 
while total consumer spending 
has advanced some 340 per cent. 
New eating habits, greater leisure 
for the housewife and a more 
ready acceptance of new products 
have all combined to upgrade the 
food processing industry. Prob- 
lems still lie ahead, but it appears 
that as a whole the processors 
will not fall behind the growth of 
National Product as they have in 
the past. Their long range po- 
tential now should prevent a lot 
of switching into ‘‘dynamic’”’ 
stocks when the recessionary 
phase is over. END 
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Exciting New Developments 
in World Oil 





(Continued from page 460) 


government will be maintained. 
The present Venezuelan oil min- 
ister, Signor Perez de la Cova, is 
making an all-out effort to con- 
vince the country that it should 
stick to it. But the present gov- 
ernment is only a provisional one 
and a number of political party 
leaders have come out in favor of 
changing the existing profit-shar- 
ing agreements to give the gov- 
ernment a higher share. It is un- 
likely that any Venezuelan gov- 
ernment will seriously think of 
killing the goose that last year 
laid $1.3 billion worth of golden 
eggs. But it may want to pluck a 
few of its feathers. 


Set-Backs in Peru and Ecuador 


Elsewhere in South America, 
exploration activity is on the in- 
crease in Bolivia where Gulf Oil 
reports some encouraging oil 
shows on its first wildcat. On the 
other hand. International Petro- 
leum (a Jersey Standard sub- 
sidiary) is curtailing its expendi- 
tures in Peru because of the 
government’s insistence that all 
crude oil sales for local consump- 
tion be made considerably below 
prevailing world oil prices. A 
similar situation exists in Ecua- 
dor where Anglo-Ecuadorian Oil 
Fields, Inc. has suspended work 
on a new refinery for the same 
reason. 


Better Prospects in Argentina 


Important new developments 
may be about to take place in 
Argentina. That countrv is known 
to have a very large oil potential 
but intense nationalism has kept 
foreign companies from develop- 
ing it. Since Argentina itself does 
not have the capital for an essen- 
tially speculative investment of 
the magnitude required to make 
Argentina self-sufficient in oil, 
the country must spend several 
hundred million dollars annually 
to import oil. 

President Frondizi seems to 
have realized that without some 
sort of private foreign investment 
in the oil industry the country’s 
balance-of-payments difficulties 
will never be solved. It is not yet 
quite clear what he has in mind. 
But it is known that two Ameri- 
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can concerns, the Pure Oil Com- 
pany and the Clint Murchison 
interests of Texas, have been un- 
officially negotiating with the 
government. It is quite possible 
that nothing may come of these 
negotiations because of the coun- 
try’s neurotic nationalism on the 
question of oil concessions. But, 
at least, there seems to be a real- 
ization that some way must be 
found to attract foreign oil capi- 
tal into Argentina. 


The New Look in Middle East 
Concessions 


Now let us take one of the jet- 
fueled 600-miles-per-hour planes 
and fly straight from Argentina 
to the Middle East, the true cen- 
ter of the world oil industry. The 
outstanding development there is 
the entry of so many newcomers 
—big, medium and small—into an 
area which until five years ago 
was virtually the exclusive prov- 
ince of the five American and 
three European oil giants. 

The new trend began only ten 
months ago when the Italian gov- 
ernment oil trust AGIP made a 
partnership agreement with the 
National Iranian Oil Company. 
Under the agreement Iran is to 
receive half of the partnership’s 
total net profits in form of taxes 
and royalties and half of the prof- 
its after taxes by virtue of its 
partnership in the enterprise. 
The effect is that 75 percent of 
total net profits (before taxes) 
will accrue to Iran. 

Early this year, this precedent- 
shattering arrangement was fol- 
lowed by another one between a 
Japanese concern and Saudi 
Arabia and Kuwait for the off- 
shore concessions of the Saudi 
Arabian-Kuwait Neutral Zone 
(the on-shore concessions are 
held by Getty Oil and the Ameri- 
can Independent Oil Co.). Under 
this agreement, total income to 
the host countries from oil pro- 
duction is to amount to 57 percent 
of net earnings and it is to be 
based on the foreign company’s 
income from all operations, not 
just its local crude oil production 
as is the case in all the other 
Middle East agreements. 

At first it was believed that 
these agreements were only meant 
for small companies who lacked 
the technical experience and the 
market outlets of the majors as 
well as the money for large cash 
bonuses and therefore had to of- 
fer other attractions to the Mid- 
dle East producing countries. 


However, this belief was rudely 
shattered when the large Stand- 
ard Oil of Indiana made an agree- 
ment with the National Iranian 
Oil Company similar to that of 
the Italians, and in addition paid 
them a $25 million cash bonus. In 
the last few weeks Iran has 
signed still another contract with 
Sapphire Petroleum Ltd., a To- 
ronto-based company with U. S. 
and Canadian oil producing in- 
terests. Sapphire’s agreement is 





similar to Indiana Standard’s, ex- | 


cept that it does not call for a 
cash bonus. 


Upheaval In Iraq 


Just before the sudden coup in 
Iraq, a whole new system of con- 
tractual oil relations was start- 
ing in the Middle East. Negotia- 
tions had already begun between 
the Iraqi government and the 
Iraq Petroleum Company, one of 
the first items being an Iraqi 
request that the company turn 
some concession areas back to the 
government. 

No details of the uprising are 
known as yet, but this much is 
certain: if the pro-Nasser forces 
are able to establish a political 
foothold in the Arab Federation 
(Iraq and Jordan), and if they 
really succeeded in assassinating 
Prime Minister Nuri Said, the 
chief counter-force to Nasser—it 
will be a bleak day indeed for 
Western oil interests in the Mid- 
dle East. For it would mean that 
a major step towards gaining full 
control over the Middle East oil 
wells has been achieved by Nasser 
—and would give him the money 
necessary to carry out his plans. 

So far, his only progress was 
the incorporation of Syria, which 
itself has no oil, but controls the 
outlet of all major Middle East 
oil pipelines. If he now should 
also have achieved political con- 
trol over the tremendous oil po- 
tential of Iraq, the likelihood of 
extending his effective control 
over the remaining oil countries 
in the Middle East, Saudi Arabia 
and Kuwait, is very strong. 


Changes In Saudi Arabia 


In Saudi Arabia, new develop- 
ments were afoot prior to the up- 
heaval in Iraq. There a 40,000-sq. 
mile land area around the capital 
city of Riyadh may soon be leased 
to a foreign company—and it won’t 
be Aramco! The government’s 

(Please turn to page 500) 
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235th CONSECUTIVE CASH DIVIDEND 


A dividend of twenty-five 
cents ($.25) a share has 
been declared upon the stock 
of BURROUGHS CORPORA- 
TION, payable Oct. 20, 1958, 
to shareholders of record at 
the close of business Sept. 
26, 1958. 
SHELDON F. HALL, 
Vice President 
and Secretary 
Detroit, Michigan, 
July 11, 1958 
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(Continued from page 498) 


petroleum director seems to have 
no intention of leasing this valu- 
able area on the old 50/50 basis. 
Aramco, on the other hand, could 
hardly accept lesser terms with- 
out jeopardizing its existing con- 
cession terms in Saudi Arabia. 
Thus, the old established mo- 
nopoly practice in the Middle East 
of one foreign company per coun- 
try is about to give way. In an- 
other ten years the Middle East 
might well look like Venezuela 
where more than ascore of foreign 
companies are working independ- 
ently of each other. What this 
will do to Middle East oil prices, 
and revenues, remains to be seen. 


North Africa’s Oil Potential 


We have now come to the end 
of our oil trip around the world. 
If we had time we might take a 
peek at Libya where the Ohio Oil 
Company has just brought in the 
country’s first successful oil well 
on a structure owned one third 
each by Ohio, Amerada Petro- 
leum and Continental Oil. How- 
ever, according to Ohio Oil’s 
president, “It is difficult to evalu- 
ate the commercial importance 
(of the discovery) until further 
testing and drilling can be con- 
ducted.” 

From Libya we could go west 
to Algeria where another big oil 
structure has just been discov- 
ered, making that country even 
more interesting as a future ma- 
jor oil supply source. But, at the 


moment, North African oil is 
only an _ interesting potential. 
500 





Actual production there is still 
almost nil. Preparations are now 
under way to build two big pipe- 
lines, each 24” in diameter, to 
bring the oil to the sea. One line 
will run from the Hassi Messaoud 
field to the Algerian port of 
Bougie and the other will run 
from Edjele to the Tunisian port 
of Gabes. When these pipelines 
are completed and fully operative, 
some two years from now, at 
least 200,000 barrels daily of 
Algerian oil should flow into the 
refineries of France, supplying 
about a third of its total oil needs. 

—END 





William McChesney Martin 
Views Recession Relief 
—as Everybody’s Job 
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of securities in recent months. 

There is no question, Chairman 
Martin has stressed, that differ- 
ences in the structure of interest 
rates among countries affect 
money flows. But he seems con- 
vinced that the money flows 
abroad we have experienced re- 
cently have been essentially those 
that have tended to facilitate 
rather than to discourage a 
healthy international flow of goods 
and services from which all coun- 
tries benefit. Whatever outflows of 
money and capital have occurred, 
they have not been viewed as at 
the expense of domestic credit 
availability, wrote the FRB head 
who cited the fact that money and 
credit have been becoming in- 
creasingly available at reduced 
cost. END 





As I See It! 
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did several other members of 
Congress and Governors of states, 
In fact one of the side products of 
the investigation was spotlighting 
the readiness of so many persons 
in public life, elective and other- 
wise, to take gifts and think noth- 
ing of it. Some of the most vocal 
critics list heavy campaign dona- 
tions from the Political Action 
Committees and pressure groups 
with other tags. A Washington 
newspaper offered to publish a list 
of Congressmen who never have 
accepted gifts sent to their office. 
None came forward. 
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As a matter of fact, the giving 
of gifts has become a regular busi- 
ness practice in this country these 
many years past, and we doubt 
that there is a single corporation 
that does not have a regular ap- 
propriation for these expendi- 
tures, which have come to be ex- 
pected in return for courtesies ex- 
tended, or merely for building 
goodwill in this competitive age. 


The hearing made a high point, : 


briefly, of the oriental rug. Gold- 
fine said he made it available to 


Adams for the duration of his 7 


Washington residence with the 
understanding that it would be re- 
turned to the donor’s office in 
Boston. Adams verified that. Its 
cost was reported as an income tax 
deductible business expense. Gold- 
fine’s office is the only one in his 
company’s executive suite which 
has no rug today. The reporters 
saw that. Doesn’t it all add up? 
We think it does. 

And now the current inquiry, 
originally intended to explore the 
relations between Mr. Adams and 
Mr. Goldfine, has developed into 
an investigation of Mr. Goldfine’s 
private business affairs, even go- 
ing back as far as 40 years. As 
concerns the matter of mislabel- 
ing the contents of various fibers 
in fabrics manufactured, any 
check on the Division of Wool and 
Fur Labeling would undoubtedly 
find that Mr. Goldfine is now being 
singled out for a practice which 
was found to be quite common in 
the trade at the time. 


We have no axe to grind as far F 


as Mr. Goldfine is concerned. We 








do not know him—nor have we re- | 


ceived any of his gifts. We are 
only interested in fair play for 
the citizens of this country from 

r elected representatives—and 
apni time there is plenty to do 
revarding action on bills pending 
before Congress heads for home. 

It is clear that this inquisition 
is purely political sensationalism. 
Mr. Adams was prime political 
game to be bagged, if possible. 
The Committee sensed the sweet 
smell of success. It was too im- 
patient. It could have saved itself 
and the Congress embarrassment 
by conscientious research. Instead 
it elected to turn loose an irre- 
sponsible, unfair, and unethical 
barrage with all the ingredients 
of the political systems we have 
been, and are decrying. But it was 
not a failure of Democracy. The 
whole nasty performance was a 
denial of fair play under De- 
mocracy. —END 
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IMPORTANT MESSAGE...To Every Investor 
With Securities Worth $20,000 or More 


A merica is squaring off for the next round 
in the anti-recession fight! In the months 
ahead, every security you own may be affected 
—favorably or adversely. 


You will want to sell or avoid issues likely 
to be hit by the wave of dividend cuts or omis- 
sions—the companies whose first quarter earn- 
ings will shock shareholders — the stocks that 
will bear the brunt of selling pressure 


You will want to buy and hold the excep- 
tional opportunities that emerge in every pe- 
riod of industrial transition—the companies 
that will get the bulk of defense and public 
works contracts—the prime beneficiaries of 
the amazing strides being made in scientific 
and industrial technology. 


With business and security prices in the 
throes of adjustment to new conditions, you 
have much to gain from Investment Manage- 
ment Service—which has successfully aided 
investors in markets of every type to protect 
and build their capital and income . . . looking 
to future financial independence. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1958 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never necessary 
for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are given, 
together with counsel as to the prices at which 
to act. Alert counsel by first class mail or air 
mail and by telegraph relieves you of any 
doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts and 
original research sometimes offer you aid not 
obtainable elsewhere—to help you to save—to 
make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provisions. 
(Our annual fee is allowed as a deduction 
from your income for Federal Income Tax 
purposes, considerably reducing the net cost 
to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








7 ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee... and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine oF Wai S¥REET. A background of fifty years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y.- 











THE WASH THAT STOPPED THE DRAIN 


More than fifty years ago, U. S. Steel scientists found a way to reclaim the iron particles in low 
grade ores by washing away the useless sandy particles. Thus they obtained a high grade ore 
from a low grade one—which early miners had pushed aside as worthless. In 1910, they built 
their first plant to handle this job of ore beneficiation, because they knew that even vast ore 
deposits like those of the Mesabi Range in Minnesota would soon be drained if only the richest 
ores were scooped out to feed our steel-hungry economy. 


Today, more than 3 of all the iron ore shipped out of Minnesota is beneficiated ore. And 
U. S. Steel's research work on ore beneficiation is still going on to find even better ways to 
utilize and stretch our ore deposits. USS is a registered trademark 


United States Steel 








